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Highlights 


Farmer  Cooperative  Service  made  this 
study  of  31  selected  grower-owned  and 
'controlled  marketing  organizations  to 
show  individual  fruit  and  vegetable  pro- 
ducers near  large  urban  areas  how  co- 
ordinated effort  can  help  solve  their 
marketing  problems. 

Many  of  the  marketing  problems  of 
growers  -  whether  near  or  far  from  con- 
suming centers  -  are  shared  in  common. 
Both  groups  are  confronted  with  an  in- 
creasing concentration  of  buying  power 
in  the  hands  of  food  distribution  agencies. 
These  large  buying  organizations  seek 
sources  of  supply  that  can  provide  adequate 
and  dependable  volumes  of  specified 
quality  fruit  and  produce.  Smaller  growers 
are  finding  it  increasingly  difficult  to  serve 
these  important  buyers.  Because  growers 
located  close  to  large  population  centers 
tend  to  be  smaller  than  those  in  more 
distant  specialized  production  areas,  this 
problem  assumes  increased  importance. 

In  addition,  these  growers  have  been 
historically  concerned  with  meeting  the 
seasonal  demands  of  the  nearby  urban 
center.  In  the  absence  of  an  area-wide 
orderly  marketing  program,  individual 
growers  are  often  subject  to  adverse 
prices  resulting  from  local  market  gluts. 
Pressures  to  transfer  land  to  non- 
agricultural  uses  create  additional  organi- 
zational and  operating  problems.  Local 
market  growers  have  requested  informa- 
tion on  approaches  used  by  existing 
grower  marketing  organizations  to  help 
solve  these  problems. 

The  organizations  surveyed  were 
located  near  large  consuming  centers  in 
10   northeastern   and   central    States  and 


handled  products  in  fresh  form  only. 
Twenty-seven  of  the  organizations  were 
farmer  cooperatives.  Details  pertaining 
to  organizational  features  of  the  market- 
ing groups  surveyed  varied  within  rela- 
tively broad  limits  of  approved  coopera- 
tive structure  without  appreciably  in- 
fluencing the  market  performance  of  the 
association. 

Requirements  for  membership  in  the 
marketing  group  were  detailed  in  each 
organization's  bylaws.  In  all  cases,  only 
active  bona  fide  agricultural  producers 
were  eligible.  Additional  membership 
requirements  varied  among  the  organiza- 
tions surveyed.  In  most  cases,  a  lenient 
policy  toward  admission  of  new  members 
was  followed  but  growers  were  expected  to 
comply  with  certain  objective  require- 
ments relating  to  the  financing  of  the 
association  and  the  kinds  and  quantities  of 
commodities  to  be    marketed. 

In  most  cases  only  a  nominal  initial 
capital  contribution  was  required  for 
membership  in  the  organizations.  Re- 
tention of  capital  earned  through  opera- 
tions or  withholding  of  patronage  dividends 
represented  more  important  methods  for 
accumulating  capital.  Eighteen  of  the 
associations  used  a  capital  revolving  fund 
plan  of  financing. 

Members  exercised  control  of  the 
organization  through  voting  privileges. 
One-member,  one-vote,  regardless 
of  amoimt  of  stock  held  or  capital  con- 
tributed, was  the  typical  basis  for  voting. 

Nineteen  of  the  31  organizations  were 
classified  as  vegetable,  6  as  fruit,  and 
6  as  potato  marketing  groups.  The  number 
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of  different  kinds  of  con^modities  handled 
by  any  one  association  varied  from  1  to 
over  20.  While  a  variety  of  different 
kinds  of  commodities  may  be  desirable 
from  the  standpoint  of  meeting  buyer  re- 
quests for  mixed  shipments,  it  is  also 
important  that  sufficient  volume  of  each 
product  be  available  to  permit  an  efficient 
operation. 

The  annual  volume  of  sales  made  by 
the  marketing  organizations  ranged  from 
$28,000  to  over  $5  million  worth  of  fruit 
or  produce  during  the  1956-57  marketing 
season.  A  sufficient  volume  is  needed  to 
attract  and  hold  large  buyers  and  to 
maintain  an  economic  level  of  operation. 
Wide  variations  in  local  operating  condi- 
tions make  it  difficult  to  specify  an  opti- 
mum level  of  marketings  for  all  grower 
groups.  In  any  event,  the  volume  of 
business  of  an  association  should  be 
sufficient  to  cover  the  unit  marketing  costs 
of  comparable  services  when  performed 
by    competitors    or    individual    growers. 

The  number  of  grower-members 
served  by  the  organizations  varied  from 
12  to  over  500.  A  distance  of  5  to  35 
miles  from  the  central  point  of  operations 
included  75  percent  of  the  membership  of 
most  organizations.  Two  potato  market- 
ing groups  served  statewide  memberships. 

The  number  of  key  organization  em- 
ployees was  usually  four  or  less.  Six 
organizations  maintained  operating  staffs 
only  during  the  local  marketing  season. 
Warehouse  or  packingshed  workers  were 
hired  on  a  part-time  basis  as  required. 

Selling  member  fruit  and  produce  was 
the  most  important  fimction  of  the  or- 
ganizations. They  usually  undertook  addi- 
tional services  to  facilitate  the  sales 
operation.  Twenty-two  organizations 
maintained  their  own  sales  staffs  either 
on  a  permanent  or  a  temporary  basis.  In 
nine  cases,  established  wholesalers  or 
brokers  performed  the  sales  function  on 
a  contractual  basis. 


In  general,  fruit  or  produce  was  sold  in 
the  best  markets  available  at  the  time 
of  sale.  Markets  in  nearby  cities  were 
often  bypassed  in  favor  of  more  attractive 
distant  markets.  Only  nine  organizations 
reported  the  major  portion  of  their  sales 
going  to  buyers  in  the  nearest  large  con- 
suming center.  Three  of  these  associa- 
tions operated  wholesale  produce  stores 
in   the    market  district  of  nearby  cities. 

The  associations  used  a  wide  range 
of  sizes  and  kinds  of  wholesale  packages. 
In  addition,  14  organizations  offered  fruit 
or  produce  packed  in  consumer-size  con- 
tainers, most  frequently  potatoes  and 
apples. 

Direct  selling  was  the  predominant 
method  of  moving  commodities  into  dis- 
tribution channels.  The  associations 
usually  limited  consignment  sales  to  off- 
quality  products. 

Thirteen  organizations  reported  ex- 
penditures for  advertising.  The  amoimts 
spent  for  this  purpose  were  relatively 
small.  Seventeen  of  the  31  used  con- 
tainers with  organization-controlled 
brands  for  certain  commodities  of  top 
quality. 

Trade  in  the  fruit  and  vegetable  in- 
dustry appeared  based  largely  on  the 
personal  relationships  existing  between 
buyer  and  seller.  For  this  reason,  ex- 
perienced and  capable  salesmen  of  high 
integrity  are  needed  for  a  long-run 
successful  selling  operation.  To  stimulate 
performance,  23  organizations  used  some 
form  of  incentive  payment  plan  for  their 
sales  personnel. 

Services  performed  for  members  in 
addition  to  selling  included  purchasing  of 
production  and  marketing  supplies,  har- 
vesting, grading  and  packing,  cooling,  and 
storage.  Only  one  organization  in  the 
survey  provided  all  of  these  services. 
Twenty-seven  of  the  organizations  fur- 
nished   the    marketing   supplies    used    in 
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comparing  the  product  for  sale.  Con- 
tainers represented  the  most  important 
supply  item  in  this  category. 

Fourteen  organizations  owned  and 
operated  grading  and  packing  facilitieso 
A  central  grading  and  packing  service 
represents  an  important  method  for  ac- 
quiring control  over  quality  and  standardi- 
zation of  pack.  Organizations  which 
handled  commodities  on  a  farm-pack  basis 
exercised  some  measure  of  control  over 
quality  through  inspection  by  employees, 
or     Federal-State    inspectors,     or    both. 

To  cover  operating  costs,  many  or- 
ganizations charged  a  commission  for 
selling,  plus  additional  charges  on  a  fixed 
rate-per-package  basis  for  any  other 
services  rendered.  These  charges  were 
deducted  from  the  grower's  return  before 
time  of  final  settlement. 


Growers  received  payments  for  com- 
modities marketed  through  the  association 
either  on  an  individual  grower  account  or 
a  pool  basis.  Outright  cash  purchases 
were  also  used  on  occasion.  The  number 
of  organizations  selling  for  members  ex- 
clusively on  individual  account  or  under 
a  pooling  plan  was,  respectively,  10  and 
13.  Eight  organizations  made  a  com- 
bination of  pooled  and  individual  account 
sales.  The  number  and  types  of  pools 
used  depended  upon  commodity,  quality, 
and  time  considerations.    Daily  or  weekly 


pools      were    most 
perishables. 


frequently  used  for 


At  times  growers  were  dissatisfied 
with  delayed  payments.  In  response  to 
this,  four  organizations  made  regular 
conservative  advance  payments.  Eleven 
others  reported  they  advanced  payments 
to  growers  when  requested. 

A  basic  objective  of  an  organized 
marketing  effort  is  to  centralize  the 
decision-making  function.  For  the  most 
part,  the  organizations  in  the  survey  relied 
more  on  persuasive  powers  than  on  dele- 
gated authority  contained  in  their  bylaws 
to  coordinate  grower  performance  with 
organization  sales  commitments  and 
marketing  opportunities. 

In  many  instances,  members  -  as 
individuals  -  retained  most  decision- 
making responsibilities  regarding  kinds 
and  varieties  of  commodities  to  produce, 
acreages  to  plant,  planting  schedules, 
cultural  practices,  and  selling  dates.  It 
is,  of  course,  up  to  the  members  them- 
selves to  decide  the  number  and  kinds  of 
integrating  functions  which  will  be  as- 
sumed by  their  associations.  Often, 
certain  decisions  are  left  with  the  indivi- 
dual grower  to  maintain  a  harmonious 
membership.  An  educational  program 
aimed  at  promoting  closer  coordination 
between  grower  and  organization  activities 
may  be  effective,  provided  that  in  the  long 
run  the  associations  can  adequately  meet 
market  requirements. 
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Pronounced  changes  have  taken  place 
in  the  food  distribution  industry,  es- 
pecially since  World  War  II.  1/  The 
expansion  in  numbers  of  supermarkets, 
the  decline  in  numbers  of  small  groceries 
and  specialty  food  stores,  and  the  in- 
creasing concentration  of  ownership  and 
control  of  retail  outlets  have  significant 
implications  to  growers.  These  develop- 
ments have  contributed  to  a  growing  in- 
terest in  fruit  and  vegetable  marketing 
associations  as  a  means  for  improving 
the  competitive  position  of  producers. 
For  this  reason.  Farmer  Cooperative 
Service  has  made  this  comprehensive 
study  to  give  fruit  and  vegetable  producers 
some  guides  that  can  help  in  establishing 
or  improving  group  marketing  programs. 

The  problems  such  producers  face,  in 
more  detail,  are  these. 

Through  acquisitions  and  mergers  as 
well  as  new  store  openings,  chain    store 


organizations  have  increased  their  econo- 
mic power  over  the  years.  The  formation 
of  voluntary  or  cooperative  chains  of 
independent  retailers  has  further  accentu- 
ated the  tendency  toward  fewer  and  bigger 
buyers  of  the  commodities  offered  by 
growers.  By  affiliating  with  wholesale 
distributors  or  establishing  centralized 
wholesale  buying  operations  for  them- 
selves, independent  retailers  have  in- 
creased their  buying  efficiency  to  the 
point  where  they  can  compete  effectively 
with  the  large  corporate  chains. 

Fruit  and  vegetable  producers  must 
adjust  to  these  changes.  Procurement 
practices  and  preferences  of  large  volume 
buyers  make  it  ever  more  difficult  for 
small  and  medium-size  growers  to  find 
satisfactory  market  outlets. 

Large  retailers  endeavor  to  obtain 
much  of  their  fresh  product  requirements 
direct  from  production  areas.     To  serve 
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For  a  factual  report  on  significant  economic  developments  in  food  marketing  at  the  retail 
level  see,  "Economic  Inquiry  into  Food  Marketing,"  Part  I,  January  1960,  Federal  Trade  Com- 
mission, Washington,  D.  C. 
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these  buyers,  growers  must  be  in  a  posi- 
tion to  offer  substantial  volumes  of  com- 
modities meeting  desired  quality  specifi- 
cations. Buyers  often  demand  additional 
services  such  as  precooling,  washing, 
waxing,  and  prepackaging.  Many  growers, 
as  individuals,  cannot  adequately  serve 
these  large  volume  buyers.  As  a  conse- 
quence, they  are  turning  toward  organized 
marketing  to  enhance  their  competitive 
position. 

Certain  characteristics  of  the  fruit 
and  vegetable  industry  in  areas  near 
large  consuming  centers  accentuate  the 
marketing  difficulties  of  nearby  growers. 
These  growers,  for  example,  are  gener- 
ally small  in  comparison  with  producers 
in  more  distant  specialized  production 
areas.  Consequently,  the  volume  of  fruit 
or  produce  available  from  individual 
growers  is  often  insufficient  to  attract 
desirable  sales  outlets. 

In  addition,  advantages  of  a  favorable 
geographic    position   of  growers  in  local 


marketmg  areas  may  be  diminished  with 
indiscriminate  offerings  of  poor  quality 
products.  In  contrast,  producers  remote 
from  consumption  centers  because  of 
higher  transportation  costs  can  afford  to 
ship  to  market  only  top-gr^de  products. 
Adequacy  and  continuity  of  supply  and 
uniformity  of  quality  and  package,  there- 
fore, are  especially  important  considera- 
tions to  nearby  growers. 

Another  problem  of  particular  concern 
to  growers  near  large  urban  centers  is 
that  of  gluts  and  scarcities  in  the  local 
market  area.  Traditionally  growers  have 
considered  the  nearby  large  population 
center  as  their  major  market  outlet. 
Because  of  local  production  conditions  and 
the  uncoordinated  marketing  decisions  of 
many  individual  growers,  large  variations 
in  commodity  offerings  are  likely  both 
within  and  between  seasons.  The  impact 
of  these  pronounced  changes  in  the  nearby 
market  often  results  in  an  unstable  price 
situation.  Through  group  action,  local 
market      growers      may   promote    more 


Mass  merchandising  techniques  have  made  it  more  difficult  for  individual  growers  to  satisfy  the  product  and  service 
requirements    of   large   retailers.      To  meet   these   requirements,   many    fruit    and    vegetable    growers    have    found   it 

necessary  to  set  up  group  marketing  organizations. 


orderly  marketing  to  the  advantage  of  the 
retail  trade,  consumers,  and  themselves. 

Nearness  to  large  urban  centers  poses 
yet  another  problem  to  growers.  That  is, 
with  a  growing  population  there  is  a 
continuing  pressure  to  transfer  land  from 
agricultural  to  other  uses.  Thus,  growers 
may  hesitate  to  erect  the  costly  physical 
facilities  needed  for  an  effective  market- 
ing program.  In  such  circumstances,  they 
must  modify  the  type  of  operation  to 
assure  successful  performance. 

Major  emphasis  in  this  study  was 
placed  on  the  organizations  of  growers 
who  traditionally  produced  fruits  and  vege- 
tables for  local  markets  and  the  responses 
of  these  organizations  to  current  develop- 
ments and  problems  in  the  distribution  of 
fresh   fruits    and   vegetables.       As  many 


grower  organizations  can  testify,  a  group 
venture  does  not  provide  easy  solutions  to 
marketing  problems.  While  growers  may 
agree  to  the  principles  and  opportunities  of 
group  effort,  difficulties  often  arise  when 
these  aspirations  are  to  be  translated  into 
action. 


External  problems  -  those  developed 
through  relations  between  the  organization 
and  the  trade  -  are,  of  course,  ever 
present.  In  addition,  internal  problems 
such  as  those  associated  with  attempts  to 
coordinate  individual  grower  decisions  so 
they  will  best  serve  the  interests  of  the 
organization  as  a  whole  often  raise  issues 
which,  if  left  unresolved,  will  reduce  the 
effectiveness  of  the  group.  These  prob- 
lem areas  will  be  identified  and  discussed 
in  this  report. 


Purpose,  Scope,  and  Method  of  Study 


Farmer  Cooperative  Service  made  this 
study  to:  (1)  Describe  the  organizational 
structure  and  operating  procedures  of 
various  types  of  grower-controlled  fresh 
fruit  and  vegetable  marketing  organiza- 
tions and  (2)  provide  fruit  and  vegetable 
producers  with  guides  useful  in  establish- 
ing or  improving  group  marketing  pro- 
grams. Producers  requested  this  type 
of  information  in  recognition  of  their  need 
to  change  from  individual  grower  market- 
ing to  a  group  basis. 

Other  grower-groups  that  apply  any 
organizational  details  or  operating  tech- 
niques reported  in  this  study  without 
adapting  them  to  local  circumstances 
may  obtain  totally  unsatisfactory  results. 
Sociological  and  economic  elements  con- 
fronting growers  of  a  given  area  may 
necessitate  major  modifications  in  any 
model  marketing  plan  developed  from 
generalized  data.  However,  the  infor- 
mation presented  in  this  report  can  initiate 
or  improve  a  group  marketing  endeavor. 


Before  this,  interested  grower-leaders 
must  carefully  analyze  and  evaluate  all 
available  facts  pertinent  to  the  local 
situation. 

Scope  and  Method 

Certain  prerequisites  were  established 
at  the  start  of  the  project  which  re- 
stricted the  types  of  marketing  organi- 
zations surveyed.  Organizations  selected 
for  the  study  had  to  meet  the  following 
criteria:  (1)  Located  near  a  large  metro- 
politan area,  (2)  handled  products  pri- 
marily for  fresh  market,  and  (3)  limited 
ownership  and  control  to  grower-patrons. 

Representatives  of  the  experiment  sta- 
tions and  Departments  of  Agriculture  of 
16  northeastern  and  central  States,  and 
Farmer  Cooperative  Service  files  helped 
identify  marketing  organizations  meeting 
the  above  requirements.  The  organiza- 
tions tentatively  selected  were  visited  in 
the  field  to  make  a  final  determination 
on  eligibility  for  including  in  the  survey. 


By  this  procedure,  31  frmt  and  vege- 
table marketing  organizations  located  in 
10  States  were  chosen  for  detailed  study 
2/.  Of  these,  27  were  incorporated  under 
the  cooperative  statute  of  their  respective 
States  and  4  were  organized  under  business 
corporation  statutes.  Noneof  the  associa- 
tions were  affiliated  with  an  overhead 
organization. 

The  personal  interview  method  was 
used  for  data  procurement.  In  many 
instances,  supplementary  information  in 
the  form  of  printed  bylaws,  grower- 
agreements,  trade  paper  accounts,  and 
other  documents  were  used.  The  field 
survey  was  conducted  during  the  winter 
of  1957  and  spring  of  1958.  The  oper- 
ating data  obtained  covered  the  1956-57 
marketing  season. 


Classification   of   Sales    Agencies 

In  describing  the  operations  of  the 
organizations,  two  characteristics  served 
as  useful  bases  for  classification.  These 
were:  (1)  Types  of  commodities  marketed 
and  (2)  kind  of  control  exercised  by  the 
organization  to  obtain  standardization  of 


quality  and  package.  Each  can  exert  a 
strong  influence  on  certain  organizational 
and  operating  details  of  the  marketing 
group.  Therefore,  the  31  organizations 
in  the  sample  were  classified  according 
to  the  predominant  commodity  group 
handled  and  the  facilities  available  for 
centralized  grading  and  packing.  This 
information  is  presented  in  table  1. 

The  type  of  commodity  marketed  by 
the  sales  agency  may  be  important  in 
determining  the  kind  and  amount  of 
services  needed  for  an  effective  marketing 
program.  Physical  and  economic  environ- 
mental factors  may  limit  production  of 
certain  commodities  to  relatively  small 
areas  or  permit  production  to  be  widely 
dispersed.  The  organizational  structure 
and  operating  procedure  of  an  organization 
marketing  a  commodity  produced  over  a 
wide  area  could  differ  considerably  from 
that  of  an  organization  serving  growers 
in  an  area  of  concentrated  production. 
Likewise,  certain  differences  in  operation 
among  organizations  could  be  due  to  the 
degree  of  perishability  of  the  commodities 
handled.  That  is,  for  commodities  of  a 
highly  perishable  nature,  the  need  for 
rapid  movement  into  distribution  channels 
is    more    urgent   than   for  crops  capable 


Table  1. — Marketing  organizations  in  sample  classified  according  to  major 
commodity   groups   handled  and  facilities  for  packing,   1956-57 


Organizations 

Organizations 

with  packing 

without  packing 

Commodity   group 

facilities 

facilities 

Total 

Number 

Vegetables 

9 

10 

19 

Fruit 

2 

-     4 

6 

Potatoes 

3 

3 

r  ■.                17 

6 

Total                         -    -.:-., 

14 

31 

The  distribution  of  the  surveyed  fruit  and  vegetable  marketing  organizations  by  States  was  as  follows:  Ohio  nine, 
Michigan  four,  Illinois  three,  New  Jersey  three,  New  York  three,  Pennsylvania  three,  Connecticut  two,  Minnesota 
two,  Massachusetts  one,  and  Wisconsin  one. 


of  storagGo  As  a  consequence,  the  market- 
ing services  required  for  perishable  and 
storable  fruits  and  vegetables  may  differ 
markedly. 

In  view  of  these  considerations,  the 
organizations  in  the  sample  were  classi- 
fied into  three  commodity  groupings  - 
vegetables,  fruit,  and  potatoes.  Of  the 
31  organizations  sti  died,  19  handled  vege- 
tables, 6  handled  fruits,  and  6  were 
considered  as  potato  marketing  organi- 
zations. In  most  instances,  the  organi- 
zations handled  more  than  one  kind  of 
commodity.  This  practice  was  especially 
prevalent  in  the  case  of  groups  classified 
as  vegetable  marketing  organizations. 


It  is  of  paramount  importance  to  the 
sales  agency  that  commodities  be 
described  accurately.  An  obvious  method 
of  gaining  reliable  information  on  grade 
and  pack  offerings  is  for  the  organization 
itself  to  provide  the  facilities  and  conduct 
the  grading  and  packing  operation. 

Of  the  31  organizations  studied,  14 
owned  centralized  grading  and  packing 
facilities  and  to  various  degrees  actually 
performed  grading  and  packing  services 
for  growers.  The  remaining  organiza- 
tions in  the  sample  reserved  the  right  to 
set  grade  standards  and  controls  to  in- 
sure grower  compliance  with  trade  re- 
quirements. 


Organization  Features 


Each  fruit  and  vegetable  marketing 
group  included  in  this  study  had  certain 
distinguishing  features  in  its  organiza- 
tional structure.  At  the  same  time, 
certain  underlying  cooperative  principles 
were  held  in  common  by  all  marketing 
groups.  Membership  in  all  cases  was 
limited  to  active  growers  and  ownership 
and  control  of  the  organization  were  vested 
in  their  hands.  Fundamental  to  all  of  the 
selected  organizations  was  the  concept 
of  organization  for  mutual  advantage  of 
their  members  as  growers.  Regardless 
of  legal  form,  the  organizations  placed 
major  emphasis  on  distributing  any  bene- 
fits obtained  on  the  basis  of  the  grower's 
patronage  rather  than  on  capital  invested. 

Differences  in  organizational  structure 
among  the  marketing  groups  were,  in  part, 
a  reflection  of  the  various  conditions 
existing  at  the  time  of  formation.  While 
general  principles  of  organization  may  be 
laid  down,  it  is  essential  that  these  be 
modified  in  accordance  with  the  needs  and 


desires  of  the  grower  members  and  the 
State  laws  governing  the  legal  form  of 
organization  decided  upon. 

The  procedures  followed  and  the  or- 
ganizational structure  developed  by  most 
of  the  fruit  and  vegetable  marketing  groups 
in  this  study  are  similar  to  those  of  other 
types  of  cooperative  enterprises.  3/  Dur- 
ing the  developmental  stages,  those  re- 
sponsible for  forming  the  organization 
have  found  it  advantageous  to  draw  on  all 
available  sources  of  information.  Con- 
sultation with  State  extension  specialists 
and  leaders  of  similar  associations,  in 
particular,  may  provide  valuable  insight 
into  the  problems  associated  with  forma- 
tion and  suggest  possible  solutions  to  them. 

Once  the  form  and  plan  of  the  associa- 
tion has  been  determined  and  grower  sup- 
port has  been  obtained,  the  necessary  legal 
documents  should  be  prepared  with  the  aid 
of  an  attorney.  In  most  cases  the  incor- 
porated  form  of  organization  is  prefer- 


For  a  discussion  of  steps   in  organizing   a   farmer  cooperative,  including  sample  forms  to  be  used  at  various  stages 
see:    Farmer  Cooperative  Service.    Organizing  a  Farmer  Cooperative.     FCS  Cir.  18.    U.S.  Dept.  of  Agr.  1956. 


able  to  the  unincorporated.  Through 
incorporation,  the  organization  is  given 
legal  identity  and  the  liability  of  the 
member  is  limited  to  the  amount  of  capital 
paid  in.  In  recognition  of  this,  each  of 
the  organizations  studied  chose  to  incor- 
porate and  received  a  charter  from  the 
State  authorizing  it  to  conduct  operations 
in  keeping  with  stated  objectives  and 
purposes. 

In  addition  to  the  articles  of  incorpora- 
tion which  give  legal  status  to  the  market- 
ing group,  bylaws  are  adopted  to  provide 
rules  for  the  regulation  of  its  affairs. 
Among  the  provisions  usually  included 
in  these  bylaws  are  such  matters  as: 
Membership  requirements,  rights,  and 
responsibilities;  duties  of  directors  and 
officers;  and  rules  governing  the  financing 
of  the  association.  The  provisions  of  a 
valid  bylaw  are  binding  on  all  members 
of  the  organization. 

Another  legal  document  often  used  by 
marketing  associations  is  the  marketing 
agreement  or  contract.  The  purpose  of 
such  an  agreement  is  to  detail  the  obliga- 
tions of  the  member  to  the  association 
and,  likewise,  the  responsibilities  of  the 
association  to  the  member.  In  the  event 
of  non-compliance  with  the  terms  of  the 
agreement,  the  association  could  resort 
to  legal  action  against  the  defecting  mem- 
ber. 4/ 

In  the  following  sections  some  organi- 
zational characteristics  of  the  31  fruit 
and  vegetable  marketing  groups  are 
described  in  more  detail.  Provisions 
in  the  organizational  structure  covering 
various  aspects  of  membership,  capitali- 
zation, and  management  of  the  organiza- 
tion are  examined  and  differences  among 
organizations  where  they  exist  are  noted. 

Membership   and   Control 

Included  among  the  major  organiza- 
tional   decisions    to    be    made    are   the 


conditions  for  membership  in  the  associa- 
tion. The  requirements  for  membership, 
including  financial  and  patronage  re- 
sponsibilities and  the  means  of  assuring 
that  control  of  the  association  will  remain 
in  the  hands  of  grower-members,  deserve 
particular  attention. 

Eligibility  for  Membership 

A  generalized  statement  of  the  qualifi- 
cations necessary  for  membership  was 
included  in  the  bylaws  of  the  marketing 
groups  studied.  Without  exception,  every 
organization  stipulated  that  only  active 
growers,  approved  by  the  board  of  direc- 
tors, would  be  admitted.  Most  organiza- 
tions opened  membership  to  partnerships 
and  corporations  as  well  as  to  natural 
persons,  provided  that  these  business 
entities  produced  agricultural  com- 
modities handled  by  the  association. 

A  typical  provision  covering  eligi- 
bility for  membership  is  illustrated  by 
the  following  extract  from  the  bylaws  of 
one    of   the    associations    in   the    survey: 

"Any  person,  firm,  partnership, 
corporation  or  association,  including 
both  landlords  and  tenants  in  share 
tenancies,  who  is  a  bona  fide  producer 
of  agricultural  products  in  the  territory 
in  which  the  association  is  engaged  in 
business,  and  who  agrees  to  be  a  patron 
of  the  association,  may  become  a 
member  of  the  association  by  meeting 
such  conditions  as  may  be  prescribed 
by  the  board  of  directors." 

While  the  board  of  directors  usually 
had  considerable  authority  in  deciding  who 
would  and  who  would  not  be  granted 
membership  in  the  organization,  the 
extent  to  which  this  control  was  exercised 
varied.  Frequently  mentioned  by  repre- 
sentatives of  the  marketing  organizations 
was    the    goal    to  have  as  members  only 


For  a  comprehensive  treatment  of  the  legal  aspects  of  farmer  cooperatives  see:     Hulbert,  L.  L.,  and  Mischler,  R.  J. 
Legal  Phases  of  Farmer  Cooperatives.     FCS  Bui.  10.     Farmer  Cooperative  Service,  U.  S.  Dept.  of  Agr.  Jan.  1958. 


growers  with  a  reputation  for  producing 
crops  of  acceptable  market  quality  and  a 
willingness  to  patronize  the  association 
exclusively.  In  line  with  this,  several 
marketing  groups  adopted  measures  de- 
signed to  limit  membership  to  the  type  of 
grower  believed  tobest  serve  the  interests 
of  the  organization  as  a  whole.  V  Before 
reaching  a  final  decision,  in  some  cases, 
the  directors  required  the  grower  to 
patronize  the  association  on  a  non- 
member  basis  for  a  number  of  years. 
Such  a  trial  period  provided  an  oppor- 
tunity for  the  grower  to  get  better  acquain- 
ted with  the  association  and  conversely, 
the  association  could  better  evaluate  the 
prospective  member. 

In  practice,  nine  organizations  in  the 
study  carefully  considered  the  qualifica- 
tions of  the  grower  before  accepting  him 
as  a  member.  They  often  required  the 
new  member  to  make  a  substantial  initial 
investment  in  the  association  and  to  sign 
a  marketing  agreement  or  contract.  In 
these  instances,  the  association  regarded 
membership  as  a  privilege  extended  only 
after  a  specified  level  of  performance 
on  the  part  of  the  grower  was  proven. 
Moreover,  it  was  expected  that  this  level 
of  performance  would  be  continued  as 
long  as  the  grower  desired  to  remain  a 
member. 

At  the  other  extreme  were  those 
organizations  which  apparently  did  little 
or  no  preliminary  evaluation  of  future 
members.  Of  the  31  organizations  in  the 
study,  22  had  a  policy  of  admitting  all 
growers  who  wanted  to  use  the  organi- 
zation's facilities  and  services.  In  a  few 
instances,  a  grower  who  patronized  the 
association  —  no  matter  how  little  — 
automatically  became  a  member  when 
the  association  withheld  from  his  accoimt 
at  the  time  of  settlement  a  nominal  sum 
required  for  membership.  Where  the 
initial    investment    was    at   a    somewhat 


higher  level,  withholdings  were  often  al- 
lowed to  accumulate  by  the  association 
until  the  amount  needed  to  attain  member 
status  was  reached.  In  other  instances  to 
be  a  member,  the  grower  was  required  to 
make  a  lump-sum  capital  contribution. 
This  requirement  in  effect  served  as  a 
device  for  restricting  membership,  es- 
pecially when  the  new  member  was  obliged 
to    make    a    substantial    initial   payment. 

Whether  to  follow  a  policy  of  open 
membership  or  one  of  selective  member- 
ship is  subject  to  controversy.  Advocates 
of  a  policy  of  easy  membership  point  out 
that  the  interests  of  all  growers  in  the 
association  are  served  when  new  members 
contributing  additional  volume  are  brought 
into  the  group.  On  the  other  hand,  pro- 
ponents of  a  restrictive  membership  policy 
feel  that  a  large  number  of  members 
alone  is  not  enough  to  insure  an  adequate 
and  consistent  volume  of  high  market 
quality  produce.  This  group  directs 
much  criticism  at  growers  who  fail  to 
give  loyal  support  to  the  marketing  group. 

How  to  best  serve  the  majority  of 
interested  growers  in  a  production  area  is 
a  problem  not  easily  solved.  Much  de- 
pends upon  the  preferences  of  the  group 
in  question.  It  appears,  however,  that 
the  membership  of  some  of  the  marketing 
organizations  in  the  study  would  be  bene- 
fited by  adopting  stricter  requirements  for 
eligibility  and  performance  of  grower 
members. 


Money  Requirements  for  Membership 

All  the  organizations  in  the  study  re- 
quired the  grower  to  make  a  capital 
contribution  as  a  condition  for  member- 
ship. There  was  considerable  variation 
in  the  minimum  initial  payment  required 
of  new  members,  ranging  from  $1  to 
$2,500.  , 


One    restrictive    device    used   was    the    specification   of   minimum   average    requirements    for   prospective   members. 
Regulations  adopted  by  one  of  the  survey  organizations  covering  this  matter  appear  in  appendix  A. 


Most  of  the  associations  held  the 
initial  financial  obligation  of  new  members 
at  a  relatively  low  level.  Approximately- 
half  of  the  organizations  required  a  mini- 
mum payment  of  less  than  $100  (table  2). 
The  immediate  financial  obligation  of  new 
members  of  12  of  the  16  organizations  in 
this  group  was  satisfied  with  a  payment 
of  $10  or  less.  When  the  organization 
required  but  a  tokenpayment  for  member- 
ship, other  methods  of  obtaining  equity 
capital  were  relied  upon  more  heavily. 
A  deduction  from  the  member's  account 
or  retention  of  patronage  dividends  for 
capital  accumulation  was  customarily 
made  in  such  circumstances. 

The  initial  capital  contribution  of  new 
members  of  the  organizations  studied  took 
the  form  of  stock  purchases,  membership 
fees,  or  annual  dues.  Capital  stock  owner- 
ship as  a  requirement  for  membership  was 
stipulated  by  17  of  the  31  firms.  In 
addition  to  stock  ownership,  one  associa- 
tion required  of  members  in  good  standing 
a  small  annual  fee.  Organizations  which 
issued  capital  stock  as  evidence  of 
initial  investment  and  membership  usually 
expected  the  new  member  to  assume  a 
greater  initial  financial  interest  in  the 
association  than  those  which  designated 
payments  for  membership  fees  or  annual 
dues. 

When  membership  fees  or  annual  dues 
were  required,  the  association  acknow- 
ledged membership  by  issuing  a  certifi- 


cate to  the  grower.  In  no  case  where  a 
membership  fee  was  stipulated  did  the 
charge  exceed  $100.  Two  cooperatives  of 
the  seven  with  membership  fees  charged 
a  small  additional  fee  annually.  Partici- 
pation in  the  affairs  of  the  association  was 
contingent  on  the  payment  of  the  anr.ual 
fee. 

Annual  dues,  when  required,  were 
usually  set  at  $5  or  less,  with  all  members 
charged  the  same  fixed  amount.  Two 
organizations,  however,  based  their  annual 
dues  on  the  acreage  of  specified  crops 
grown  by  the  member.  As  a  consequence, 
the  size  of  the  total  annual  payment  varied 
directly  with  the  acreage  of  the  member. 

The  kinds  of  commodities  marketed 
and  the  facilities  owned  by  the  organiza- 
tions in  the  study  did  not  have  a  strong 
influence  on  the  size  of  the  initial  capital 
investment  required  of  new  members. 
Likewise,  designation  of  initial  member- 
ship payments  for  stock,  membership  fee, 
or  annual  dues  did  not  appear  to  depend 
on  the  commodity  handled  or  the  physical 
facilities  owned  by  the  association.  In 
certain  cases,  the  financial  condition  of 
the  association  determined  the  amount  of 
the  original  capital  investment  required 
of  new  members.  More  frequently,  a  high 
or  low  initial  charge  reflected  the  organi- 
zation's attitude  towards  the  admission  of 
new  members. 

Some  organizations  which  exercised 
relatively  strict  control  over  the  selection 


Table  2. — Minimum  amount  and  form  of  initial  capital  contribution  required  for  membership 
in  fruit  and  vegetable  marketing  organisations,   1956-57 


Range  in   initial 

financial    obligation 

of  new   members 

Number    of  organizations    specifying   payments   for: 

Stock 

Membership  fee 

Annual  dues 

Total 

Under  $100 
$100  to  $999 
$1,000  and   over 

6 
8 
3 

3 

4 
0 

7 

7 
0 
0 

7 

16 

12 
3 

Total 

17 

31 

8 


and  admittance  of  new  members  often 
strengthened  their  restrictive  member- 
ship policy  through  a  high  capital  require- 
ment. A  substantial  initial  investment, 
in  addition  to  providing  the  organization 
with  needed  capital  and  operating  funds, 
may  promote  a  continuing  interest  in 
the  affairs  of  the  association  by  the 
grower-member.  However,  a  high  capital 
requirement  for  membership  may  place 
imdue  restrictions  upon  some  growers 
not  in  a  financial  position  to  make  an 
immediate  large  payment  but  who  other- 
wise would  be  an  asset  to  the  association. 

While  the  absence  of  a  high  initial 
capital  requirement  may  be  considered 
indicative  of  an  easy  membership  policy, 
this  does  not  necessarily  have  to  be  the 
case.  For  example,  one  of  the  firms  in 
the  sample  which  carefully  screened  each 
prospective  member  and  then  granted  full 
membership  status  only  after  a  lapse  of 
several  years  of  patronage  required  a 
capital  investment  smaller  than  many 
organizations  exercising  little  or  no  con- 
trol over  the  admission  of  new  members. 

The  important  consideration  is  to  at- 
tract growers  who  are  willing  to  patron- 
ize the  organization  fully  as  well  as 
share  in  the  capital  outlays  necessary  to 
achieve  an  effective  marketing  program. 
A  relatively  high  initial  capital  require- 
ment may  often  be  a  convenient  and  useful 
device  for  excluding  from  membership 
growers  who  are  not  willing  to  transfer 
a  portion  of  their  individual  interests  to 
the  group.  At  the  same  time  a  high 
membership  charge,  taken  by  itself,  may 
merely  be  a  measure  of  a  grower's 
ability  to  pay.  As  such  it  does  not 
necessarily  serve  to  build  a  cohesive 
membership  so  essential  to  the  successful 
performance  of  a  joint  marketing  activity. 


To  circumvent  this  problem,  a  certain 
degree  of  flexibility  may  be  introduced 
into  the  membership  policy  of  the  associa- 
tion by  permitting  desirable  prospective 
members  to  attain  membership  status 
gradually.  One  way  this  can  be  accom- 
plished is  to  withhold  specified  amounts 
from  the  grower's  account  on  the  basis 
of  his  patronage  until  the  stipulated  level 
for  full  membership  is  reached.  A  dis- 
tinction should  be  made  between  the 
financial  requirements  of  the  organization 
and  its  membership  policy.  Capitaliza- 
tion, in  all  events,  must  be  on  a  sound 
and  equitable  basis  regardless  of  the 
attitude  towards  admission  of  new  mem- 
bers. 


Voting 

Members  of  the  marketing  groups 
studied  controlled  the  affairs  of  their 
associations  by  electing  the  board  of 
directors  and  voting  on  organization  ques- 
tions at  an  annual  meeting.  In  addition, 
special  meetings  of  the  entire  membership 
could  be  called  under  prescribed  condi- 
tions to  consider  and  act  on  specific 
problems  of  major  importance  at  times 
other  than  the  annual  meeting.    6/ 

The  ultimate  control  of  the  association 
is  determined  by  the  voting  provisions 
in  the  organizational  structure.  Per- 
mitting only  bona  fide  grower-members 
to  establish  basic  organizational  policies 
is  not  enough  to  guarantee  that  the  best 
interests  of  the  membership  as  a  whole 
will  be  served.  Safeguards  must  be 
adopted  to  prevent  minority  control  of  the 
association  and  to  avoid  conflict  of 
interest  between  the  members  as  in- 
vestors and  the  members  as  patrons. 
A  method  of  sharing  voting  control  among 


^, 


rovisions  covering  special  as  well  as  annual  meetings  of  members  are  included  in  bylaws.  Usually,  special 
meetings  may  be  called  at  any  time  by  order  of  the  board  of  directors  or  upon  the  written  request  of  a  specified 
number  or  proportion  of  members.  Such  meetings  may  be  called  only  after  due  notice  stating  details  of  time,  place, 
and  objectives  of  the  meeting  has  been  given  to  the  membership. 


members  -  consistent  with  governing 
State  laws  -  should  be  spelled  out  in  the 
bylaws  of  the  association. 

The  usual  basis  for  voting  in  the 
surveyed  marketing  groups  was  one  vote 
per  member  in  good  standing  with  no 
consideration  given  to  the  amount  of 
capital  contributed.  In  all  of  the  non- 
stock associations,  each  member  had  but 
one  vote  on  any  question  or  measure.  In 
the  capital  stock  associations  also, 
each  eligible  holder  of  common  stock 
was  usually  entitled  to  but  one  vote 
regardless  of  the  number  of  shares  owned. 
Of  the  17  organizations  issuing  capital 
stock,  for  example,  only  5  allowed  the 
member  as  many  votes  as  shares  held. 
These  five  placed  an  upper  limit  on  the 
number  of  shares  of  common  stock  per- 
mitted any  individual. 

The  method  by  which  control  is  shared 
among  the  members  should  be  on  a  basis 
satisfactory  to  the  majority  of  the  par- 
ticipants in  the  association.  Allowing 
one  vote  per  member  is  generally  con- 
sidered a  highly  satisfactory  means  for 
safeguarding  the  interests  of  all  members. 
While  most  of  the  organizations  followed 
the  one  man  -  one  vote  principle,  some 
groups  reported  grower  dissatisfaction 
with  this  method  of  allocating  control  with- 
in the  membership.  The  point  was  made 
that  an  equitable  distribution  of  voting  con- 
trol was  not  necessarily  achieved  when  the 
individual  who  contributed  a  relatively 
small  volume  of  marketings  to  the  group 
had  a  voice  in  the  affairs  of  the  association 
equal  to  that  of  the  grower  representing 
a  more  substantial  portion  of  the  or- 
ganization's total  volume. 

Where  this  feeling  is  prevalent,  the 
feasibility  of  placing  the  vote  on  a  patron- 
age basis  may  merit  investigation.     If  a 


patronage  voting  basis  is  preferred  and 
is  permissible  under  State  statute,  care 
should  be  taken  to  prevent  control  of 
the  association  from  passing  into  the  hands 
of  a  few  individuals,  however.  In  this 
connection,  it  may  be  appropriate  to 
place  a  limitation  on  the  number  of  votes 
allowed  any  one  member. 

Grower    Marketing  Agreements 

The  basic  purpose  of  grower- 
organization  marketing  agreements  or 
contracts  is  to  assure  the  association  a 
definite  volume  of  business.  In  addition 
to  this,  such  contracts  may  be  used  to 
specify  in  detail  certain  other  rights, 
duties,  and  obligations  of  the  two  parties 
entering  into  the  agreement.  The  market- 
ing contract  is  an  integrating  device  and 
as  such  transfers  some  decision-making 
areas  from  the  individual  grower  to  the 
organization.  By  relinquishing  some  con- 
trol over  their  production  or  marketing, 
growers  permit  the  association  to  co- 
ordinate the  marketing  activities  of  all 
members  more  effectively.     V 

Membership  marketing  contracts  do 
not  necessarily  have  to  be  in  the  form  of 
a  separate  document  in  order  to  be  legally 
binding.  The  bylaws  of  all  the  organiza- 
tions studied  contained  provisions  cover- 
ing the  marketing  obligations  of  members 
to  the  association.  In  agreeing  to  abide 
by  the  bylaws,  the  member  automatically 
assumed  responsibility  of  conforming  to 
the  marketing  regulations  of  the  associa- 
tion contained  therein.  The  advantage  of 
this  procedure  is  its  convenience  and 
simplicity.  Only  one  legal  document  is 
needed  to  establish  the  relationship  be- 
tween the  member  and  his  association. 
On  the  other  hand,  a  separate  agency 
contract  is  desirable  in  that  it  places 
greater  emphasis  on  the  marketing  duties 


Methods  used  by  the  organizations  in  this  study  to  coordinate  grower  production  with  sales,  maintain  quality  of 
product,  share  expenses  and  receipts  among  growers,  and  other  operating  rules  usually  included  in  marketing  con- 
tracts are  discussed  in  later  sections.  In  addition,  several  examples  of  membership  marketing  agreements  used  by 
the  surveyed  organizations  are  included  in  the  appendix.  These  agreements  are  presented  strictly  for  illustrative 
purposes. 
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and  responsibilities  of  the  members  and 
enables  more  detail  to  be  included. 

Members  of  18  of  the  31  organizations 
were  required  to  sign  separate  market- 
ing contracts.    8/ 

Most  of  these  contracts  were  of  the 
agency  type.  That  is,  the  association  was 
designated  as  the  exclusive  sales  agent  for 
the  grower.  Agency  contracts  give  dis- 
cretionary powers  to  the  organization 
over  the  marketing  of  the  contracted 
crops.  They  are  commonly  used  when  the 
association  sells  the  grower's  crop  on  an 
individual  account  basis  or  when  the 
period  between  delivery  of  the  crop  to  the 
organization   and   time   of  sale  is  short. 

Only  four  of  the  contracts  analyzed 
contained  clauses  transferring  legal  title 
to  the  crop  from  the  grower  to  the 
association.  When  a  considerable  period 
of  time  elapses  between  delivery  of  pro- 
duct and  its  sale,  the  organization  by 
possessing  title  to  the  crop  may  borrow 
needed  operating  funds  using  the  crop 
as  collateral  for  the  loan.  Also,  buyer 
knowledge  that  the  organization  has  clear 
title  to  the  commodity  may  in  some  cases 
facilitate  the  selling  operation. 

Marketing  contracts,  when  used,  were 
written  to  cover  periods  of  1  year  or  more. 
A  straight  1-year  contract,  renewable  an- 
nually, was  used  by  eight  of  the  associa- 
tions. The  agreements  of  the  remaining  10 
organizations  using  separate  marketing 
contracts  were  self- renewing  with  a  period 
specified  during  each  year  when  either 
party  could  exercise  a  withdrawal  privi- 
lege. Short  term  contracts  -  agreements 
which  require  renegotiation  annually,  and 
self-renewing  contracts  -  are  probably 
more  desirable  from  the  standpoint  of 
attracting  new  members  to  the  organiza- 


tion than  are  long-term  contracts  or 
continuous  contracts  without  provision 
for  withdrawal.  At  the  same  time,  short- 
term  contracts  may  be  just  as  effective 
as  longer  term  contracts  in  protecting 
the  association  against  member  non- 
performance. 

In  the  final  analysis,  whether  or  not 
the  organization  experiences  difficulties 
in  its  relations  with  its  patrons  depends 
upon  the  efficiency  with  which  it  serves 
the  membership.  An  association  unable 
to  provide  satisfactory  services  will 
imdoubtedly  have  difficulty  holding  its 
membership  regardless  of  any  contrac- 
tual arrangement  adopted. 

Most  organizations  in  the  study  re- 
ported little  or  no  problems  of  non- 
compliance with  their  bylaws  or  contract 
provisions.  Failure  of  the  member  to 
live  up  to  the  organization's  bylaws  would 
provide  justification  for  expulsion  from 
the  association.  Jn  addition,  a  breach 
of  contract  could  open  the  way  for  certain 
legal  actions  against  the  defecting  patron 
by  the  organization. 

The  legal  steps  the  association  can 
take  in  the  event  of  non-performance  are 
stated  in  the  contract  and  may  include  the 
assessment  of  liquidated  damages,  court 
injunctions,  and  directives  for  specific 
performance.  While  it  was  standard 
procedure  to  provide  for  one  or  more  of 
the  above  legal  remedies  in  the  contract, 
none  of  the  associations  reported  use  of 
these  enforcement  provisions.  Rather, 
they  preferred  direct  negotiation  with 
patrons  as  a  method  for  handling  mis- 
understandings. . 

The  problem  of  dealing  with  contract 
violations  is  a  difficult  one  but  important 
to  the  success  of  the  organization.    Strict 


Q 

The  number  of  organizations  using  grower  marketing  contracts  classified  according  to  major  commodity  group 
handled  was  as  follows:  14  of  19  vegetable  marketing  organizations,  1  of  6  fruit  marketing  organizations  and  3  of 
6  potato  marketing  organizations.  By  facilities  available  for  grading  and  packing,  8  of  the  14  firms  with  facilities 
and  10  of  the  17  without  facilities  used  contracts. 
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enforcement  of  membership  contracts 
through  legal  means  may  cause  an  un- 
favorable reaction  on  the  membership. 
On  the  other  hand,  obvious  violations 
disregarded  by  the  association  may  like- 
wise demoralize  the  membership. 

The  occurrence  of  a  substantial  num- 
ber of  grower  non-performance  cases  may 
indicate  some  basic  maladjustment  in  the 
organization's  operations.  A  revaluation 
of  the  association's  objectives  and  an 
examination  of  organizational  structure 
and  operating  procedures  in  terms  of  their 
consistency  with  stated  objectives  may 
uncover  inadequacies  which  if  corrected 
would  greatly  reduce  the  noncompliance 
problem.  At  the  same  time,  the  organiza- 
tion should  not  tolerate  as  members 
those  individuals  who  evidence  lack  of 
cooperative  spirit  by  flagrant  breaches 
of  contract  to  gain  temporary  advantages 
for  themselves. 

Financing 

In  contrast  to  ordinary  business  cor- 
porations which  aim  at  high  returns  on 
risk   capital    invested,    the    objectives  of 


Marketing    associations    must    maintain    strict    quality 

control    to   attract   and   hold   buyers.      Sorting  potatoes 

for  defects. 


the  grower-controlled  marketing  organi- 
zations were  to  provide  needed  services 
at  cost  and  increase  returns  to  growers 
for  commodities  marketed.  Consequently, 
the  returns  on  investment  capital  paid  by 
the  marketing  associations  in  this  study 
were  usually  limited  to  a  nominal  amoimt 
or  not  paid  at  all.  Such  a  policy,  of 
course,  tends  to  discourage  venture  capi- 
tal from  individuals  who  do  not  plan  on 
using  the  associations'  services.  In  view 
of  this,  it  is  primarily  the  grower- 
members'  responsibility  to  provide  for 
the  capital  needs  of  their  marketing  enter- 
prises. 

The  financial  requirements  of  the  or- 
ganizations varied  with  size  of  operation, 
kind  of  commodities  handled,  and  number 
and  type  of  services  rendered.  Relatively 
high  or  low  capital  requirements  were  not 
associated  with  any  specific  method  of 
financing.  The  financial  structure  de- 
veloped by  the  organizations  was  designed 
to  meet  the  economic  conditions  and 
preferences  of  the  members  themselves. 

Capital  Structure 

Alternative  methods  are  open  to  the 
association  for  obtaining  member  equity 
capital.  Business  corporations  generally 
issue  stock  certificates  to  represent 
ownership  capital.  Cooperatives,  also, 
may  organize  on  a  stock  basis  and  sell 
securities  to  their  members  to  obtain 
needed  capital  funds.  Seventeen  of  the 
31  marketing  groups  surveyed  were  or- 
ganized on  a  capital  stock  basis,  including 
13  cooperatives.  The  remaining  14  co- 
operatives in  the  sample  were  organized 
on  a  non-stock  basis. 

The  capital  structure  of  non- stock 
organizations  may  be  just  as  flexible  as 
that  of  stock  organizations  with  respect 
to  alternative  means  available  for  satis- 
fying capital  requirements.  Instead  of 
issuing  common  and  preferred  stock,  the 
non-stock  organization  may  show 
membership  in  the  association  and  paid- 
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in  capital  by  membership  certificates, 
certificates  of  ownership  or  equity,  and 
certificates  of  indebtedness. 

In  most  cases  direct  sale  of  securities 
to  members  was  not  the  chief  source  of 
equity  capital  for  the  association.  Like- 
wise, membership  fees  and  annual  dues 
in  the  case  of  non-stock  associations  were 
relatively  unimportant  methods  of  raising 
ownership  capital.  These  membership 
charges  were  usually  nominal,  and  were 
used  primarily  to  insure  an  active  mem- 
bership. 

Deductions  and  Retains 

Important  sources  of  equity  capital 
were  authorized  deductions  or  retentions 
of  savings  on  operations.  Both  stock 
and  non-stock  organizations  used  de- 
ductions or  retains  from  members'  re- 
turns as  a  source  of  capital  funds. 

The  amount  of  deductions  or  with- 
holdings for  capital  accumulation  varied 
from  organization  to  organization,  depend- 
ing upon  financial  need.  A  percentage 
deduction,  ranging  from  1  to  10  percent 
of  the  gross  proceeds  due  the  grower, 
was  made  by  six  of  the  marketing  groups. 
Four  of  the  organizations  made  a  flat 
charge  per  package  marketed,  ranging 
from  3  to  10  cents.  The  remaining  21 
organizations  in  the  survey  retained  sav- 
ings on  operations  for  capital  accumula- 
tion. 

The  associations  usually  allocated  the 
funds  accumulated  from  deductions  or 
retains  among  growers  on  the  basis  of 
patronage.  Such  funds  represented  capital 
rightfully  belonging  to  the  growers  as 
owners  and  users  of  the  organization. 
As  evidence  of  ownership  capital,  the 
members  of  13  marketing  cooperatives 
received  either  certificates  of  equity, 
ownership,  or  indebtedness.  Two  co- 
operatives and  one  corporation  issued 
capital  stock  to  represent  the  amounts 
withheld    from    the    members'     account. 


No  certificate  of  any  type  was  issued  by 
12  organizations  but  an  allocation  of 
each  grower's  share  of  ownership  capital 
was  made  in  the  associations'  records. 
In  these  instances,  the  grower  was  usually 
informed  of  his  equity  rights  in  the 
association  at  the  end  of  each  fiscal 
year.  Only  three  firms  -  all  corporations  - 
had  the  policy  of  not  allocating  imdis- 
tributed  profits  to  their  members  on  a 
patronage  basis  or  of  not  issuing  addi- 
tional shares  for  capital  withheld  from 
the  member's  account. 

Revolving  Funds 

Allocated  membership  capital  retained 
in  the  organization  may  be  returned  to 
the  patron  when  the  board  of  directors 
decides  the  organization  has  accumulated 
sufficient  funds.  Current  deductions  or 
withholdings  of  patronage  refunds  may 
then  be  used  to  retire  the  oldest  out- 
standing capital  contributions  of  patrons. 
This  procedure  is  known  as  the  revolving 
fund  plan  of  financing.  ; 

Eighteen  cooperatives  in  the  group 
of  marketing  organizations  studied  incor- 
porated a  revolving  capital  plan  in  their 
financial  structures.  An  important  attri- 
bute of  this  method  is  that  growers 
share  in  the  financing  of  their  organiza- 
tion on  the  basis  of  their  patronage. 
Thus,  current  patrons  contribute  capital 
in  the  same  proportion  as  they  use  the 
association's  services. 

In  addition  to  being  a  convenient  method 
for  keeping  ownership  in  the  hands  of 
current  members  and  patrons,  it  is  also 
effective  in  developing  and  maintaining 
a  loyal  membership.  Furthermore,  the 
amount  of  equity  capital  retained  in  the 
organization  may  be  adjusted  each  year 
according  to  need  by  controlling  the  rate 
at  which  the  older  obligations  are  retired. 

When  a  revolving  fund  plan  is  used, 
it  is  desirable  to  limit  the  length  of  the 
revolving  interval  to  a  reasonably  short 


period.  Financial  responsibilities  will 
then  be  borne  by  current  patrons.  While 
no  fixed  length  of  revolving  period  was 
usually  specified,  most  of  the  associations 
endeavored  to  establish  a  maximum  cycle 
ranging  from  5  to  10  years. 

The  revolving  capital  plan  was  a  dis- 
tinctly cooperative  method  of  financing. 
None  of  the  marketing  firms  organized 
under  business  corporation  statutes  used 
this  financing  device. 


Loans 


were  able  to  obtain  funds  from  banks  for 
cooperatives. 

Loans  financed  buildings  and  facilities 
and  provided  working  capital  during  peaks 
in  operations.  It  was  the  board  of  direc- 
tors' responsibility  to  determine  the  need 
for  borrowed  funds  and  to  initiate  and 
follow  a  sound  financial  policy  character- 
ized by  a  proper  balance  between  equity 
and  liability  capital.  Furthermore,  it  was 
their  responsibility  to  ascertain  that  or- 
ganization credit  requirements  were  met 
on  favorable  terms. 


In  common  with  most  business  enter- 
prises, the  fruit  and  vegetable  marketing 
organizations  in  the  study  frequently  re- 
lied upon  external  financing  to  help  expand 
their  operations.  The  marketing  groups 
surveyed  used  the  same  credit  sources 
available  to  all  business  organizations. 
In  addition  to  borrowing  capital  from 
individuals,  commercial  banks,  or  other 
lending   agencieSj    qualified  cooperatives 


Management 

The  function  of  management  is  to 
plan,  direct,  and  control  the  varied  activi- 
ties of  the  organization.  Ineffective 
management  is  often  cited  as  a  cause  of 
failure  of  business  enterprises.  While 
this  may  be  a  convenient  term  for  ex- 
plaining poor  performance,  it  covers  too 


Grower-members    delegate   the   responsibility   for  organizational  policy  of  a   marketing  association  to   the   board  of 
directors.      Directors   must  see  to  it  that  the  affairs  of  the  association  are  managed  in  the  interest  of  the  members. 
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broad   an   area   to   be  of  much  practical 
meaning. 

In  the  management  of  men,  money, 
and  materials,  many  complexities  are 
involved,  any  one  of  which  may  be  detri- 
mental to  the  success  of  the  organization, 
literature  dealing  with  managerial  func- 
tions and  problems  is  abundant.  General- 
ized principles  of  sound  management 
developed  for  business  enterprises  in 
other  lines  of  activity  largely  apply  to 
fruit  and  vegetable  marketing  organiza- 
tions. 

In  a  broad  sense,  management  includes 
not  only  the  general  manager  and  his 
key  employees  but  also  the  board  of 
directors.  In  a  grower-controlled  organi- 
zation, members  also  have  definite  mana- 
gerial responsibilities.  Through  the  voting 
privilege,  members  themselves  may 
decide  important  policy  questions  as  well 
as  the  composition  of  the  board  of  direc- 
tors. Thus,  the  member's  obligation  to 
the  group  goes  beyond  compliance  to  the 
day-to-day  operating  rules  of  the  or- 
ganization. A  democratically-controlled 
organization  to  be  effective  implies  that 
members  assume  long-term  as  well  as 
short-term  responsibilities. 


Directors 

It  is  the  responsibility  of  the  board  of 
directors  to  make  policy  decisions  and  to 
insure  that  the  affairs  of  the  association 
are  managed  in  the  interest  of  members. 
This  includes  determination  of  opera- 
tional policy  consistent  with  the  organi- 
zational policies  formulated  by  the  mem- 
bership, and  supervision  to  see  that  the 
policies  are  carried  out  effectively  by 
the  manager  they  select.  Control  over 
the  finances  of  the  association  is  another 


important  function  of  the  directors.  They 
appraise  and  approve  budgets  submitted 
by  management  and  evaluate  financial 
reports  prepared  by  auditors  they  select. 

The  bylaws  of  all  the  marketing  groups 
contained  provisions  covering  qualifica- 
tions necessary  to  be  a  director,  size  of 
the  board,  term  of  office,  duties  of  direc- 
tors and  officers,  and  sundry  other  details 
related  to  the  operation  of  the  board  of 
directors.  In  this  respect,  the  firms 
studied  were  typical  of  all  incorporated 
business  organizations. 

Usually,  only  members  with  non- 
competing  outside  interests  who  were 
patrons  of  the  association  were  eligible 
for  membership  on  the  board  of  directors. 
Within  this  framework,  it  was  the  re- 
sponsibility of  the  entire  membership  to 
select  and  elect  interested  and  capable 
individuals  to  the  board.  The  number  of 
directors  per  association  in  the  group 
surveyed  ranged  from  5  to  18.  9/ 
Eighty  percent  of  the  organizations  had 
boards  composed  of  nine  or  fewer  direc- 
tors. A  seven-man  board  was  most 
common.  Most  organizations  specified  an 
odd  number  of  board  members.  This 
practice  may  be  advantageous  in  prevent- 
ing   deadlocks    on   controversial    issues. 

Directors  were  elected  for  terms  of 
1,  3,  or  5  years,  with  a  3-year  term 
reported  most  frequently.  Of  the  31 
organizations,  23  had  directors  serve  3 
years,  6  limited  the  directors'  term  to 
1  year,  and  2  extended  tenure  to  5  years. 
With  the  exception  of  the  six  organizations 
requiring  an  annual  election  of  the  entire 
board,  the  bylaws  usually  specified  that 
an  equal  or  approximately  equal  number 
of  directors  be  elected  each  year.  With 
a  seven-man  board,  for  example,  and  a 
director's  term  of  office  set  at  3  years, 
the   usual   procedure   was  to  elect  three 


The  distributioQ  of  the  31  organizations  according  to  size  of  board  was  as  follows:  5  firms  -  5  directors  each; 
1  firm- 6  directors;  12  firms  -  7  directors  each;  7  firms  -  9  directors  each;  1  firm  -  10  directors;  3  firms  -  11  directors 
each;  1  firm  -  15  directors;  and  1  firm  -  18  directors. 
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members  every  third  year  and  two 
members  during  each  of  the  two  inter- 
vening years.  This  procedure  served  to 
give  continuity  to  the  board. 


Most  organizations  did  not  restrict 
the  number  of  terms  qualified  directors 
could  hold  office.  While  it  is  desirable 
to  retain  experienced  directors,  it  is 
also  important  to  give  younger  members 
an  opportunity  to  assume  leadership  re- 
sponsibilities. One  method  of  achieving 
this  is  to  adopt  an  automatic  plan  for 
rotating  directors.  Two  organizations 
limited  their  directors  to  two  successive 
terms.  In  these  cases,  at  least  1  year 
must  have  elapsed  before  directors  who 
had  already  served  two  consecutive  terms 
were  eligible  for  re-election  to  the  board. 
A  limit  on  continuous  service  provides  an 
opportunity  for  the  membership  to  re- 
examine the  qualifications  and  perform- 
ance of  the  director.  An  outstanding 
director  may  be  returned  to  the  board 
after  a  relatively  short  wait.  At  the 
same  time,  other  directors  may  be  re- 
tired diplomatically  and  replaced  with 
new  members  representing  fresh  points 
of  view. 


Fourteen  of  the  31  organizations  re- 
ported that  their  directors  were  compen- 
sated for  attending  meetings.  The  mem- 
bers of  the  association  usually  deter- 
mined the  basis  and  rate  of  compensation. 
Payments  were  commonly  made  in  terms 
of  stated  amounts  a  meeting  or  a  year. 
Some  associations  also  paid  travel  ex- 
penses, on  a  mileage  basis,  either  alone 
or  in  addition  to  the  fixed  rate  a  meeting 
or  a  year.  The  rate  of  compensation  to 
directors  was  characteristically  low,  sel- 
dom exceeding  $10  a  meeting.  In  five 
cases  the  president  or  secretary,  or 
both,  received  a  higher  rate  of  compen- 
sation than  other  board  members,  in 
recognition  of  the  added  duties  and  re- 
sponsibilities attending  these  offices. 


Employees 

It  is  the  board  of  directors'  responsi- 
bility to  secure  the  best  managerial  talent 
available.  A  manager  versed  in  sound 
administration  techniques  with  a  thorough 
knowledge  of  business  practices  and 
developments  in  the  area  in  which  the 
group  operates  and  who  possesses  a 
sympathetic  attitude  toward  the  coopera- 
tive nature  of  the  enterprise  is  a  vital 
asset  to  any  marketing  group. 

Most  organizations  have  experienced 
some  difficulty  in  attracting  and  holding 
managerial  personnel  with  desired  quali- 
fications. Some  groups,  for  various 
reasons,  have  not  obtained  the  manage- 
ment talent  comensurate  with  the  mana- 
gerial requirements  of  their  levels  of 
operation.  Apparently  growers  at  times 
overlook  the  fact  that  management  and 
employee  performance  is  often  closely 
associated  with  the  level  of  compensation, 
incentive  plan,  and  benefit  program  offered 
by  the  association. 

Management  and  employee  training 
programs  are  also  useful  techniques  for 
strengthening  overall  performance.  None 
of  the  organizations  in  the  survey,  how- 
ever, had  formal  training  programs  for 
managers,  key  employees,  or  directors. 

Employment  Period.  —  Complicating 
the  personnel  problem  of  many  grower- 
owned  fresh  fruit  and  vegetable  marketing 
organizations  is  the  seasonal  character 
of  their  operations.  Maintenance  of  a  full 
staff  throughout  the  year  may  be  difficult 
to  justify  in  cases  where  the  organization 
limits  its  services  to  selling  during  the 
harvesting  season  or  where  the  annual 
volimie  of  business  is  relatively  low. 

On  the  other  hand,  employing  a  mana- 
gerial and  sales  staff  on  a  temporary 
basis  may  yield  less  than  satisfactory 
operating  results.  Some  organizations, 
however,  have  been  able  to  take  advantage 
of  special  local  situations  and  have  worked 
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out  mutually  beneficial  arrangements  for 
their  members  and  key  employees  even 
though  hired  on  a  temporary  basis.  The 
responsibility  of  the  board  of  directors 
for  keeping  close  supervision  over  the 
daily  affairs  of  the  organization  in  these 
cases  is,  of  course,  increased. 

There  was  considerable  variation  in 
the  policies  followed  by  the  organizations 
in  the  study  regarding  employment  of 
management,  sales,  and  other  personnel. 
Six  of  the  31  organizations,  for  example, 
maintained  their  operating  staffs  only 
during  the  marketing  season  (table  3).  In 
the  group  of  organizations  with  grading 
and  packing  facilities,  the  three  associa- 
tions using  part-time  employees  exclu- 
sively all  marketed  vegetables.  In  the 
group  not  owning  grading  and  packing 
facilities,  one  vegetable,  one  fruit,  and 
one  potato  marketing  organization  em- 
ployed a  temporary  staff.  During  the 
remainder  of  the  year,  their  boards  of 
directors  handled  association  affairs. 
Other  marketing  groups  often  kept  only 
a  skeleton  staff  during  their  off-seasons 
and  hired  part-time  help  as  the  occasion 
dictated. 

Number  of  Employees.  —  The  number 
of  employees  with  managerial  responsi- 
bilities hired  by  the  organizations  was 
usually  four  or  less.  Only  five  organiza- 
tions reported  having  more  than  four 
employees  acting  in  various  management 
capacities.  The  most  frequently  desig- 
nated job  categories  were  general  man- 
ager,  sales  manager  or  assistant,  office 


manager  or  bookkeeper,  warehouse  or 
packingshed  manager,  and  fieldman.  In 
addition,  the  organizations  often  required 
the  services  of  part-time  or  temporary 
employees  such  as  clerks,  packingshed 
workers,  truck  drivers,  and  laborers. 

Temporary  help  was  usually  available 
in  the  local  area  of  the  associations. 
Students  and  housewives  usually  served 
as  part-time  labor  during  the  marketing 
season.  Only  in  a  few  instances  were 
migrant  workers  used. 

Vegetable  marketing  groups  with  cen- 
tral grading  and  packing  facilities  re- 
ported their  peak  temporary  work  forces 
ranged  from  10  to  100  employees.  Cor- 
responding figures  for  central  grading  and 
packing  fruit  and  potato  marketing  organi- 
zations were,  respectively,  12  to  70  and 
12  to  35  workers.  As  expected,  organiza- 
tions which  provided  primarily  a  selling 
service  for  their  members  required  con- 
siderably fewer  part-time  workers.  De- 
pending on  the  additional  services  pro- 
vided, the  numberof  temporary  employees 
hired  ranged  from  none  to  13.  In  these 
cases,  temporary  help,  when  needed,  was 
used  most  frequently  to  assist  in  office 
routine  and  warehouse  operations. 

All  but  two  of  the  marketing  groups 
employed  a  manager  to  oversee  the  op- 
erations of  the  association.  Two  organi- 
zations, in  the  absence  of  a  hired  general 
manager  or  other  employees,  had  their 
boards  of  directors  assume  all  mana- 
gerial   functions.       Neither    of  these  as- 


Table  3. — Employment  period  of  management  and  sales  personnel  of  marketing 
organizations  with  and  without  packing  facilities,  1956-57 


Number   of  organizations   with  staff  employed: 

Facilities 

Less  than  full   year 

Annual  basis 

Total 

With  packing  facilities 
Without  packing  facilities 
Total 

3 
3 
6 

11 
14 
25 

14 

17 
31 

sociations  owned  grading  and  packing 
facilities.  Established  brokers  made  all 
sales  on  the  organizations'  behalf  on  a 
contractual  basis. 

The  general  managers  of  20  of  the 
organizations  were  directly  responsible 
for  handling  sales  as  well  as  general 
supervision.  In  eight  of  these  associa- 
tions the  general  manager  had  one  to  four 
assistants  employed  either  on  a  perman- 
ent or  temporary  basis  to  facilitate  the 
sales  work. 

The  sales  function  in  11  organizations 
was  not  delegated  to  the  general  manager 
or  other  organization  personnel.  In  two 
of  these  cases,  a  permanent  sales  manager 
with  exclusive  responsibility  for  handling 
sales  was  employed  in  addition  to  a 
general  manager.  The  remaining  organi- 
zations in  this  group  did  not  use  salesmen 
under  their  own  employ  to  market  their 
members'  products.  In  these  instances, 
special  arrangements  were  made  with 
either  a  local  wholesaler  or  broker  to  act 
as  agent  for  the  organization's  sales 
volume.     10/  . 

Under  such  circumstances  and  particu- 
larly when  the  number  of  other  services 
provided  to  members  by  the  association 
was  limited,  only  a  general  manager  was 
employed  or  a  member  of  the  board  of 
directors  acted  in  this  capacity.  The 
primary  function  of  the  manager  in  these 
cases  was  to  represent  the  association 
and  coordinate  its  activities  with  the 
sales  agent.  When  the  organization  pro- 
vided grading  and  packing  services,  it 
increased  the  number  of  other  employees 
required  and  expanded  the  manager's 
duties  correspondingly  to  include  super- 
vision and  control  over  the  packingshed 
operation. 

Only  associations  of  vegetable  pro- 
ducers   used    an   established   wholesaler 


or  broker  to  handle  the  organization's 
volume.  Of  the  nine  grower-groups  having 
such  arrangements,  four  graded  and 
packed  vegetables  centrally,  four  repre- 
sented growers  of  farm-packed  vege- 
tables, and  one  represented  growers  of 
farm-packed  potatoes. 

Method  of  Compensation. —  The  meth- 
od of  compensating  employees  for  their 
services  varied  among  the  organizations 
studied.  General  managers  and  other  key 
employees  not  directly  responsible  for 
sales  were  usually  paid  a  straight  salary 
on  an  annual  or  weekly  basis  with  no 
incentive  provisions.  Part-time  routine 
workers  were  most  commonly  paid  hourly 
wages.  Incentive  plans  to  stimulate  em- 
ployee performance,  when  used,  were  re- 
stricted mainly  to  the  sales  personnel  of 
the  organization. 

The  types  of  pajrment  plans  imder 
which  individuals  with  selling  responsi- 
bilities were  compensated  are  presented 
in  table  4.  Eight  of  the  31  organizations 
did  not  offer  any  incentive  payments  as 
additional   compensation  for  sales  work. 

At  the  other  extreme,  nine  organizations 
paid  their  salesmen  exclusively  on  a 
commission  basis.  The  remaining  14 
organizations  used  some  form  of  incentive 
plan  in  conjunction  with  a  guaranteed 
salary.     -    ■       ■       : 

When  a  commission  was  paid  in  addition 
to  a  fixed  salary,  the  percentage  on  sales 
was  often  computed  only  on  that  portion 
of  sales  exceeding  a  specified  minimum 
annual  dollar  volume.  As  expected,  the 
percentage  in  these  cases  was  less  than 
when  the  entire  compensationof  the  sales- 
man took  the  form  of  a  commission  pay- 
ment. The  associations  frequently  used 
incentives  in  the  form  of  fixed  percentages 
of  net  annual  savings  on  operations  or  flat 


10, 


See    appendix   B   for  an   example   of  a  contractual  arrangement   between  a  grower  association  and  an  established 
wholesaler. 


18 


Table  4. — Payment  plan  used  to  compensate  key  sales  personnel  of  fruit  and  vegetable 
marketing  organizations  by  major  commodity  groups,   1936-37 


T 

yrpe   of  organization 

Payment  plan 

Vegetable 

Fruit 

Potato 

Total 

Number 

Salary 

4 

2 

2 

8 

Percentage  commission  on  sales 

5 

0 

1 

6 

Flat  charge  per  package  commission 

2 

0 

1 

3 

Salary  +  percentage  on  sales 

4 

0 

0 

4 

Salary   +  flat  charge  per  package 

1 

0 

0 

1 

Salary  +  percent  of  savings 

2 

1 

0 

3 

Salary   +  bonus 

1 

3 



6 

2 
6 

6 

Toul 

19 

31 

annual    bonuses    as    determined    by   the 
boards  of  directors. 

Most  of  the  marketing  groups  held  to 
a  minimum  the  provision  for  employee 
benefits  beyond  those  required  by  law. 
None  of  the  organizations  offered  retire- 
ment plans  to  their  employees.    Only  six 


associations  arranged  for  additional  bene- 
fit programs  such  as  group  life,  health, 
or  disability  insurance.  Most  organiza- 
tions operating  on  a  year-roimd  basis, 
however,  did  provide  their  permanent  staff 
with  paid  vacations.  In  addition,  personal 
expenses  incurred  by  management  in  be- 
half of  the  organization  were  reimbursed. 


Operations 


Economic  need  was  the  most  important 
motivating  force  behind  formation  of  the 
grower-controlled  marketing  organiza- 
tions studied.  All  associations  had  the 
basic  objective  of  improving  growers' 
returns  through  imited  action.  The  speci- 
fic techniques  employed  to  achieve  this 
objective,  however,  varied  somewhat  with 
each  situation.  The  following  sections 
describe  and  examine  characteristics  of 
environment  and  operations  of  the  fruit 
and  vegetable  marketing  organizations, 
mentioning  individual  peculiarities  where 
pertinent. 


Growers   Served 

Organizations  included  in  the  sample 
when  measured  in  terms  of  number  of 
grower-members  served  were  relatively 
small.  Over  half  the  associations  had 
less   than   50    active  members   (table  5). 

Active  members  of  individual  vege- 
table marketing  organizations  ranged  from 
12  to  140.  The  average  active  member- 
ships of  vegetable  organizations  with  or 
without  central  packing  facilities  did  not 
differ    greatly.      Organizations  providing 
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Table  5. — Number  of  member-patrons  of  fruit  and  vegetable  marketing 
organizations   by  major  commodity  groups,   1936-57 


T 

ype   of  organization 

Active   members 

Vegetable 

Fruit 

Potato 

Total 

Number 

Under  25 

6 

1 

0 

7 

25  -  49 

5 

3 

1 

9 

50  -  74 

3 

1 

1 

5 

75  -  99 

2 

1 

1 

4 

100  -  124 

2 

0 

0 

2 

125  and  over 

1 

0 

3 

4 

Total 

19 

6 

6 

31 

central  packing  services  averaged  53 
active  members  per  association  while 
those  not  providing  such  services  had  an 
average  of  48  member-patrons  during 
the  1956-57  marketing  season. 

Individual  fruit  marketing  associations 
had  active  memberships  ranging  from  17 
to  75  growers.  Those  organizations  which 
graded  and  packed  fruit  for  their  members 
averaged  25  patrons.  The  average  number 
of  member-patrons  served  by  associations 
which  limited  their  services  mainly  to 
selling  was  50. 

Organizations  specializing  in  potato 
marketing  usually  had  larger  active  mem- 
berships than  associations  handling  other 
kinds  of  vegetables  or  fruits.  Individual 
potato  marketing  associations  served  from 
26  to  over  500  members. 

An  average  of  125  members  were  patrons 
of  associations  which  provided  for  central 
potato  grading  and  packing.  Organizations 
providing  only  sales  services  averaged 
219  member-patrons. 

It  is  not  number  of  members  that 
determines  the  success  of  the  organiza- 
tion   but    rather   whether   the    members' 


volume  is  sufficient  to  carry  on  the 
marketing  function.  All  the  associations 
relied  heavily  on  their  memberships  as 
their  major  source  of  fruit  or  produce. 
Membership  production  was  supplemented 
with  a  small  volume  from  non-members 
on  occasion.  Non-member  production 
handled  by  the  association  in  most  cases 
was  well  under  10  percent  of  their  total 
marketings.  Only  six  organizations  re- 
ported non-member  business  equivalent 
to  10  percent  or  more  of  gross  sales. 
Of  these,  two  vegetable  marketing  groups 
reported  a  maximum  volume  of  one-third 
of  total  marketings  represented  by  non- 
member  growers. 

Production   Ares   Served 

With  the  exception  of  two  organizations 
having  a  statewide  membership,  the 
majority  of  grower-members  were  located 
relatively  near  their  associations'  office 
or  packingshed.  Seventy-five  percent  or 
more  of  the  members  of  most  associations 
were  located  within  5  to  35  miles  of 
their    organization's  point  of  operations. 

An  interaction  of  many  factors  in- 
fluences the  size  of  the  production  area 


20 


served  by  a  marketing  association.  For 
example,  an  effective  operation  requires 
that  a  sufficient  volume  be  under  the 
control  of  the  organization.  The  area  from 
which  the  needed  volume  must  be  drawn, 
in  turn,  depends  upon  the  concentration 
of  production  of  the  desired  commodity 
and  the  competitive  situation  in  the  lo- 
cality. 

On  the  other  hand,  product  charac- 
teristics such  as  perishability  and  bulki- 
ness  may  restrict  the  size  of  the  territory 
which  may  be  covered  economically  by 
the  association.  The  size  of  the  produc- 
tion area  served  may  have  an  important 
bearing  upon  the  number  and  types  of 
services  which  feasibly  may  be  provided 
on  a  group  basis. 

An  average  distance  of  15  miles  from 
the  packingshed  included  approximately 
75  percent  of  the  grower -patrons  of  the 
surveyed  vegetable  marketing  organiza- 
tions which  provided  central  grading  and 
packing  services.  Most  of  the  members 
of  individual  associations  in  this  group 
were  located  within  distances  ranging 
from  5  to  25  miles  of  the  organization's 
packing  facilities. 

The  membership  of  the  vegetable  as- 
sociations selling  farm  packed  produce 
was  somewhat  more  widely  dispersed. 
Distances  varying  from  7  to  35  miles 
included  at  least  75  percent  of  the  mem- 
bers of  any  one  of  these  associations. 
The  average  distance  from  organization 
headquarters  within  which  a  minimum  of 
three-fourths  of  the  membership  was 
located  was  approximately  20  miles  for 
this  group. 

The  maximum  distance  an  individual 
grower-patron  was  located  from  the 
organization's  base  of  operations  was  75 
miles  in  the  case  of  a  central  grading 
and  packing  firm  and  125  miles  from  an 
association  providing  only  sales  services. 

The  membership  of  fruit  marketing 
associations    providing    central    grading 


and  packing  was  more  concentrated  about 
the  organizations'  facilities  than  when 
the  services  provided  were  limited  pri- 
marily to  selling  for  members.  The  size 
of  the  production  area  of  the  two  organi- 
zations with  fruit  packing  facilities  ex- 
tended a  maximum  of  5  and  15  miles  from 
their  respective  packingsheds.  Those 
associations  acting  as  sales  agents  for 
grower-packed  fruit  reported  that  three- 
fourths  of  their  members  were  included 
within  boundaries  ranging  from  8  to  35 
miles  of  their  offices.  Most  members  of 
these  sales  agencies  were  located  within 
an  average  distance  of  25  miles  of  their 
association's  headquarters. 

Potato  marketing  associations  with 
central  grading  and  packing  facilities 
served  more  concentrated  production 
areas  than  the  other  types  of  organizations 
studied.  Maximum  distances  required  to 
account  for  at  least  three-quarters  of 
these  organizations'  patrons  averaged  6 
miles,  with  a  range  of  5  to  7  miles 
reported  by  individual  organizations  in 
this  group.  In  contrast,  two  of  the  three 
potato  organizations  which  did  not  pack 
centrally  had  a  widely  scattered  member- 
ship and  operated  on  a  statewide  basis. 
The  one  other  sales  agency  in  this 
category  handled  sales  for  a  small  group 
of  large  growers  with  farms  concentrated 
within  10  miles  of  the  organization's 
office. 

All  the  organizations,  regardless  of 
commodities  handled  or  type  of  services 
performed,  reported  that  growers  in  their 
areas  had  a  number  of  readily  available 
alternate  sales  outlets  for  their  pro- 
duction. Most  growers  in  the  areas 
served  by  the  organizations  could,  if  they 
desired,  truck  their  fruit  or  produce  to 
nearby  city  markets  or,  in  many  instances, 
engage  in  road-side  selling.  Local  buyers 
with  permanent  headquarters  in  the  pro- 
duction area  as  well  as  itinerant  buyers 
during  the  marketing  season  provided 
additional  sales  outlets  for  growers.  In 
some  localities,  processing  plants  repre- 
sented another  outlet  for  fruit  or  produce. 
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Grower  dissatisfaction  with  existing 
market  outlets  was  frequently  mentioned 
as  responsible  for  the  formation  of  the 
organizations  studied.  The  long-run 
success  of  these  organizations  will  depend 
iQDon  their  performing  either  a  different 
marketing  service  or  a  better  marketing 
service  than  the  existing  marketing  firms 
in  the  area. 


Commodities   Marketed 

The  number  of  different  commodities 
handled  by  individual  associations  in  the 
group  surveyed  varied  considerably. 
Approximately  one-third  of  the  sample 
organizations  confined  their  services  to 
one  or  two  commodities  (table  6).  Most 
organizations,  however,  handled  a  nimiber 
of  different  commodities  for  members. 
Several  marketed  over  20  different  kinds 
of  vegetables. 

The  vegetable  marketing  groups  were 
most  diversified  in  number  of  commodities 
handled.  These  organizations  generally 
handled  a  wide  variety  of  locally  produced 
market  vegetables.  Three  sales  agencies 
included  flowers  grown  by  members  in 
their  list  of  sales  offerings.  One  associa- 
tion graded  and  packed  some  fruit  as  well 
as  vegetables.  Two  other  organizations 
serving  greenhouse  growers  specialized 
in  marketing  tomatoes  and  other  hothouse 
crops. 


Grading  and  packing  may  be  performed  by  members  at 
the  farm  or  by  the  organization  in  central  facilities.  In 
either  case,  close  watch  must  be  kept  to  insure  that 
the  product  is  packed  according  to  grade  specifications. 


All  of  the  fruit  associations,' but  one 
which  acted  as  a  sales  agent  for  growers 
of  small  fruits,  considered  apples  as  the 
first  fruit  and  peaches  as  the  second  most 
important  component  of  their  sales  vol- 
umes. Other  fruits  handled  in  addition 
to  apples  and  peaches  were  peas,  plums 
and  cherries. 

As  a  group,  the  potato  marketing  or- 
ganizations appeared  to  exercise  stricter 


Table  6. — Number  of  commodities  handled  by  vegetable,  fruit,  and 
potato  marketing  organizations,  1956  •57 


Type   of  organizations 

Number   of  commodities   handled 

Vegetable 

i-ruit 

Potato 

Total 

Number 

One 
Two 
More   than  two 

3 

1 

15 

19 

0 
2 

4 
6 

3 
1 
2 
6 

6 
4 

21 

Total 

31 

22 


control  over  the  number  of  additional 
kinds  of  commodities  handled  None  of 
the  three  organizations  which  acted  as 
sales  agents  for  grower-packed  potatoes 
handled  other  commodities.  Included  in 
the  potato  marketing  group  were  two 
associations  specializing  in  storing,  pack- 
ing, and  marketing  sweet  potatoes.  Both 
of  these  organizations  were  located  in 
areas  of  diversified  vegetable  production. 
One  graded  and  packed  cucumbers  in 
addition  to  sweet  potatoes.  The  other 
endeavored  to  market  for  members  all 
vegetable  crops  grown,  but  provided  grad- 
ing, packing,  and  storing  services  for 
sweet  potatoes  only. 

Specialization  or  diversification  is 
influenced  by  the  production  area  served 
and  the  availability  of  the  commodity  over 
an  extended  period.  To  obtain  sufficient 
volume  and  adequately  serve  grower- 
members,  an  organization  may  find  it 
necessary  to  market  several  commodities 
in  an  area  characterized  by  diversified 
production  of  highly  perishable  crops.  In 
areas  of  specialized  production  such  as 
for  potatoes  or  deciduous  fruit,  the  or- 
ganization can  restrict  its  marketing  ser- 
vice to  one  or  perhaps  two  closely  related 
commodities.  Specialization  is  further 
encouraged  if  the  commodities  can  be 
stored,  thereby  extending  the  marketing 
season. 

It  is  difficult  to  arrive  at  a  recom- 
mendation regarding  the  ideal  number  of 
commodities  an  association  can  handle 
advantageously  for  members.  Some 
variety  in  the  kinds  of  commodities  in- 
cluded in  the  organization's  sales  offer- 
ings may  be  desirable  from  the  stand- 
point of  meeting  chain  store  requests  for 
shipments  of  mixed  vegetables  or  fruit. 
At  the  same  time,  several  managers  of 
organizations  handling  a  large  number  of 
commodities  thought  the  small  volume 
items  hindered  more  than  helped  the 
selling  operation.  Through  specialization, 
the  organization  may  be  in  a  better 
position   to   provide    more    complete  and 


efficient  services  to  both  growers  and 
the  trade.  In  time,  the  organization 
may  establish  a  reputation  for  the 
specialty  item.  This  may  prove  useful 
to  the  further  development  of  desirable 
market  outlets. 

The  operating  experience  of  the  sur- 
veyed organizations  does  suggest  that 
buyers  can  be  served  by  a  relatively 
limited  line  or  even  a  single  commodity. 
The  controlling  factor  is  the  marketing 
service  needs  of  the  members.  There 
is  some  evidence  that  marketing  services 
restricted  to  major  commodities  will 
best  serve  the  interests  of  the  member- 
ship as  a  whole. 


Volume  of   Marketings 


A  reason  often  advanced  for  the  fai^lure 
of  fruit  and  vegetable  associations  is  that 
the  volume  of  business  is  too  small.  The 
effect  of  volume  on  operating  costs  has 
been  well  publicized.  Growers  are  also 
becoming  increasingly  aware  of  the  need 
for  a  sufficient  volume  to  attract  and 
hold  the  business  of  large  retail  chain 
buyers.  .  , 

Approximately  half  the  organizations 
in  the  sample  had  annual  sales  volumes 
greater  than  $500,000  (table  7).  However, 
there  was  an  extremely  wide  range  in  the 
annual  volume  of  business  conducted  by 
individual  associations.  On  an  f.o.b. 
equivalent  basis,  the  value  of  the  crops 
marketed  varied  from  $28,000  to  over 
$5  million.  The  greater  concentration  of 
organizations  occurred  in  the  $100,000  to 
$499,000  sales  category.  Potato  market- 
ing organizations  generally  represented 
a  larger  dollar  volume  of  marketings 
than  the  other  types  of  associations 
studied. 

Table  8  shows  the  average  volume  of 
business  handled  by  the  organizations 
classified  according  to  commodity  groups 
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Table  7. — Value  of  gross  sales  of  fruit  and  vegetable  marketing 
organizations  by  major  commodity  groups,  1956' 57 


Type   of   organizati 

on 

Gross  marketings 

Vegetable 

Fruit 

Potato 

Total 

1 1.000 

Number 

Under  $100 

2 

2 

0 

4 

100-499 

10 

2 

0 

12 

500-999 

4 

0 

2 

6 

1,000  -  1,499 

2 

1 

3 

6 

1,500  and  over 

1 

19 

1 

6 

1 
6 

3 

Toul 

31 

marketed  and  presence  or  absence  of 
central  grading  and  packing  facilities. 
Organizations  providing  for  central  grad- 
ing and  packing  generally  handled  a 
smaller  volume  of  fruit  or  vegetables 
than  those  organizations  not  rendering 
these  services. 

The  volume  of  business  of  individual 
vegetable  marketing  organizations  in  the 
group  with  packing  facilities  ranged  from 
$46,000  to  approximately  $1  million.  In 
comparison,  the  volume  of  vegetables 
marketed  by  the  organizations  not  pro- 
viding   central    packing    facilities        for 


members    ranged   from    $150,000   to  ap- 
proximately $2  million. 

Associations  in  the  fruit  and  potato 
marketing  categories  also  varied  con- 
siderably in  dollar  volume  of  business. 
The  volume  marketed  by  the  two  fruit 
marketing  organizations  with  central 
packing  operations  was  $150,000  and 
$244,000,  respectively.  In  the  group  with- 
out central  grading  and  packing  facilities, 
the  value  of  fruit  marketed  by  individual 
associations  varied  from  $28,000  to 
approximately  $2  million.  Individual  asso- 
ciations in  the  central  grading  and  packing 


Table  8. — Average  value  of  gross  marketings  of  fruit  and  vegetable  marketing  organizations 
with  and  without  packing  facilities  by  major  commodity  groups,  1956'  57 


Organizations  with 

Organizations  without 

Commodity  group 

packing  facilities 

packing  facilities 

AH  organizations 

fl.OOO 

Vegetable 

369 

690 

538 

Fruit 

197 

782 

587 

Potatoes 

943 

2,693 

1,818 

All  organizations 

468 

1,065 

795 

24 


classification  specializing  in  marketing 
potatoes  reported  sales  ranging  from 
$620,000  to  $1.3  million.  The  potato  or- 
ganizations without  central  packing  facili- 
ties handled  volumes  ranging  between 
$1.2  million  and  $5.8  million. 

The  wide  variation  in  sales  volumes 
among  organizations  further  illustrates 
the  diverse  character  of  fruit  and  vege- 
table marketing  groups.  Some  associa- 
tions with  relatively  low  volumes  have 
been  able  to  maintain  reasonably  satis- 
factory operations  but  there  is  no  assur- 
ance that  this  situation  will  prevail  in 
the  future.  Developments  in  the  food 
distribution  industry  suggest  that  a  sub- 
stantial volume  must  be  under  the  control 
of  the  association  if  it  is  to  perform  an 
effective  service.  It  is  difficult,  how- 
ever, to  specify  an  optimum  level  of 
marketings  for  all  grower-groups  since 
local  factors  may  overshadow  any 
generalizations  made.  The  volume  of 
business  handled  by  an  association  should 
be  sufficient  to  cover  the  unit  marketing 
costs  of  comparable  services  when  per- 
formed either  by  growers  themselves  or 
by    the    competitors    of   the    association. 

Facilities 

Total  investments  in  buildings  and 
equipment  by  individual  associations 
ranged  from  zero  to  approximately 
$330,000.  The  type  of  facilities  required 
by  the  marketing  organizations  varied 
according  to  the  services  provided.  Little 
or  no  facilities  were  necessary  when  the 
organization  did  not  physically  handle  the 
product  or  when  arrangements  were  made 
with  a  nearby  independent  broker  or  whole- 
saler to  act  as  sales  agent  for  the  associa- 
tion. In  contrast,  substantial  investments 
were  often  required  when  the  association 
provided  such  services  as  central  grading, 
packing,  and  storing. 

The  minimum  investment  in  facilities 
needed    to    perform    a    given    operation 


depends,  of  course,  on  volume  considera- 
tions. However,  data  permitting  a  strict 
comparison  of  physical  facilities  with 
the  volume  of  the  various  commodities 
handled  were  not  available.  Consequently, 
a  determination  of  the  relative  efficien- 
cies of  the  various  organizations  was  not 
possible. 

Buildings 

Eleven  of  the  31  organizations  were 
located  in  areas  with  suitable  facilities 
available  for  leasing  and  preferred  to 
rent  rather  than  own  the  physical  facili- 
ties required  in  their  operations.  Included 
in  this  group  were  three  vegetable  packing- 
marketing  associations.  None  of  the 
other  organizations  using  leased  facili- 
ties graded  and  packed  centrally.  Three 
potato  and  two  fruit  marketing  associa- 
tions rented  office  space  only.  One  fruit 
marketing  association  rented  cold  storage 
facilities  as  well  as  its  office  quarters 
while  t\vo  vegetable  marketing  organiza- 
tions operated  wholesale  stores  on  leased 
premises  in  the  market  district  of  town. 

Three  other  vegetable  marketing  as- 
sociations in  the  sample  incurred  no 
direct  costs  for  facilities.  In  each  of 
these  cases,  established  wholesalers  act- 
ing as  exclusive  sales  agents  for  the 
associations  furnished  all  necessary 
physical  facilities  as  well. 

Organizations  reporting  ownership  of 
property  and  buildings  had  investments 
ranging  from  $5,000  to  $200,000.  A 
potato  marketing  association  providing 
central  packing  and  storage  services  had 
the  highest  investment  in  facilities.  It 
also  had  a  gross  sales  volume  of  over 
$1  million.  A  fruit  marketing  association 
providing  only  a  sales  service  had  the 
lowest  investment  as  well  as  the  lowest 
annual  sales. 

Equipment 

The  estimated  value  of  the  equipment 
owned  by  individual  organizations  ranged 
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Investment   requirements  for  buildings  and  equipment  may  be  substantial.     Individual  growers  through  their 
associations   may  share  in  the  benefits  of  using  high  volume  equipment  to  prepare  their  products  for  market. 


from  approximately  $1,500  to  $130,000. 
Nine  organizations  reported  no  ownership 
of  equipment  other  than  that  needed  in 
office  operations.  As  would  be  expected, 
the  amount  spent  for  equipment  was 
directly  related  to  the  kinds  of  services 
provided.  Central  packing  organizations 
purchased  grading  and  packing  machinery 
appropriate  for  the  kinds  and  amounts  of 
commodities  handled.  Several  vegetable 
organizations  also  owned  hydrocooling 
installations.  The  most  important  equip- 
ment expenditure  made  by  organizations 
not  grading  or  packing  for  members  was 
usually  for  trucks. 


Sales   Program 


sales  function.  Central  grading  and  pack- 
ing, for  example,  afforded  a  means  for 
gaining  control  over  the  quality  and  type  of 
package  offered  buyers.  Such  services, 
when  coupled  with  an  adequate  physical 
volume  of  commodities,  facilitated  the 
selling  operation  of  the  association. 


Sales  Policy 

The  implicit  goal  of  all  the  marketing 
groups  was  to  increase  grower  returns. 
Most  frequently  mentioned  by  the  sales 
managers  interviewed  was  the  objective 
to  move  the  entire  crop  controlled  by  the 
organization  at  the  best  price  consistent 
with  market  conditions. 


Selling  members'  fruit  and  produce 
was  considered  the  most  important  func- 
tion of  the  organizations  surveyed.  With 
few  exceptions,  additional  activities 
undertaken  by  the  grower  groups  were 
ultimately    related   in    some    way   to    the 


How  this  policy  was  implemented 
varied  from  one  association  to  another. 
As  a  rule,  the  organizations  did  not  with- 
hold all  or  even  a  portion  of  their  products 
to  force  price  increases  but  did  attempt 
to  channel  their  fruit  or  vegetables  to  the 
best  markets  available  at  the  time  of  sale. 
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Only  nine  organizations  reported  the 
major  portion  of  their  sales  volume  going 
to  buyers  in  the  nearest  large  consuming 
center.  All  these  organizations  handled 
the  sales  of  farm-packed  vegetables  or 
potatoes.  While  most  other  organizations 
shipped  their  products  to  markets  within 
600  miles  of  their  respective  operating 
points,  in  some  instances  the  trade  terri- 
tory covered  the  entire  eastern  half  of 
the  United  States.  Moreover,  the  relative 
importance  of  different  markets  to  a  given 
organization  varied  with  the  commodity 
handled  and  changed  from  year  to  year 
with  prices   prevailing   at   time  of  sale. 

As  a  group,  organizations  with  central 
packing  operations  usually  sold  more 
heavily  to  distant  markets.  It  was  the 
policy  of  most  organizations  to  sell  in 
nearby  markets  at  the  same  prices  ob- 
tained for  comparable  fruit  or  produce 
sold  at  more  distant  points.  However,  in 
many  instances  local  sales  were  relatively 
small  because  higher  prices  were  obtain- 
able elsewhere.  Poor  quality  produce 
offered  on  local  markets  in  season  was 
a  depressing  influence  on  the  price  of 
the  better  grades. 

Market  Information 

Highly  competitive  fresh  fruit  and 
vegetable  marketing  demands  that  the 
organization  be  well  informed  about 
market  and  price  conditions.  All  the 
sales  managers  utilized  published  market 
reports  and  buyer  ratings  to  some  extent. 
None,  however,  relied  upon  these  sources 
of  information  exclusively.  The  most  im- 
portant information  source  for  deciding 
when  and  where  to  sell  was  personal 
contact  with  the  trade  itself. 

Because  of  the  highly  personal  nature 
of  the  business,  an  experienced  salesman 
with  broad  industry  contacts  is  a  decided 
asset  to  any  organization.  Unfortimately, 
there  is  no  cut  and  dried  procedure  for 
recruiting  to  the  organization  individuals 


with  high  integrity  and  proven  sales 
ability.  While  an  attractive  salary  is 
helpful  in  this  respect,  it  is  by  no  means 
sufficient  to  assure  high  sales  perfor- 
mance. 


Sales  Arrangements 

The  nine  organizations  in  the  survey 
which  contracted  with  established  nearby 
wholesalers  or  brokers  to  act  as  their 
exclusive  selling  agents  during  the  local 
marketing  season  found  this  type  of  ar- 
rangement quite  satisfactory.  The  success 
of  such  an  arrangement,  however,  is 
contingent  upon  an  attitude  of  mutual 
confidence  and  fair  dealing  between  the 
members  of  the  organization  and  the 
selling  agent.  In  the  absence  of  this 
mutuality  of  interest,  ultimate  failure  is 
a  foregone  conclusion. 

A  contractual  arrangement  between  a 
grower  organization  and  an  established 
wholesaler  is  worth  serious  consideration 
by  growers  located  in  areas  where  the 
long-run  production  of  fruit  and  vegetables 
is  uncertain.  Such  arrangements  are 
particularly  applicable  where  urban  popu- 
lation pressure  on  agricultural  land  may 
discourage  grower  investment  in  needed 
buildings  and  equipment.  By  availing 
themselves  of  the  facilities  and  services 
of  an  established  wholesaler,  these 
grower-groups  may  maintain  a  reasonably 
satisfactory  fruit  or  produce  marketing 
program. 

Another  approach  used  by  organized 
growers  near  large  metropolitan  areas 
was  the  operation  of  wholesale  fruit  and 
vegetable  stores  in  the  market  section  of 
the  population  center  served.  Three 
vegetable  marketing  groups  operated  in 
this  fashion.  Their  primary  function  was 
to  assemble  the  produce  of  members  in 
the  wholesale  market  center  for  distribu- 
tion to  local  retailers.  They  shipped 
practically  no  produce  outside  the  local 
marketing  area.    In  each  case,  the  organi- 
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zation  owned  several  trucks  and  provided 
delivery  service  to  local  chain  warehouses 
or  retail  stores.  The  produce  handled 
was  packed  on  the  farms  of  grower  mem- 
bers according  to  organization  specifica- 
tions.   11/ 

The  selling  arrangements  of  two  potato 
marketing  organizations  serving  statewide 
memberships  differed  from  those  of  the 
other  marketing  groups.  Because  of 
scattered  membership,  centralized  grad- 
ing and  packing  facilities  were  not 
practical.  Therefore,  the  growers  graded 
and  packed  on  an  individual  basis.  Al- 
though widely  dispersed  geographically, 
most  members  of  these  associations  were 
near  highly  populated  centers  with  many 
alternative  market  outlets.  In  recognition 
of  these  marketing  possibilities,  the 
organizations  permitted  members  to  ar- 
range for  their  own  sales  if  they  so 
desired.  At  the  same  time,  a  sales  staff 
was  maintained  by  these  organizations  for 
members  wishing  to  utilize  this  service. 
Under  this  plan  it  was  the  organization's 
responsibility  to  negotiate  prices  with 
retailers,  keep  members  currently  in- 
formed of  these  prices,  and  obtain  orders 
for  members  in  their  local  areas.  Mem- 
bers in  turn  were  obligated  to  adhere  to 
strict  grade  standards  set  by  the  organi- 
zations, observe  pricing  schedules,  and 
make  delivery  to  the  customer  as  pre- 
arranged by  the  association.  Sales  made 
by  members  on  their  own  account  were 
subject  to  the  same  conditions  as  if 
handled  by  the  organization. 


Method  of  Sale 


Direct  selling  was  the  preferred  as 
well  as  the  predominant  method  of  moving 
products  into  the  channels  of  distribution. 
Among  the  marketing  groups  studied,  the 
proportions  of  annual  dollar  sales  vol- 
umes  that  v/ere  made  on  a  direct  basis 


varied  from  approximately  50  to  100  per- 
cent. Most  organizations  estimated  that 
direct  sales  represented  well  over  75 
percent  of  their  total  volume  of  market- 
ings. The  goal  of  all  organizations  was  to 
increase  direct  selling  wherever  possible. 

Most  of  the  organizations  placed  some 
produce  on  sale  on  a  consignment  basis 
in  terminal  markets.  This  method  was 
not  generally  favored,  however.  In  the 
majority  of  cases  mostly  off-quality  pro- 
duce was  moved  through  consignment 
outlets.  To  most  sales  managers,  con- 
signment was  a  last  resort  to  be  used  in 
the  event  no  other  sales  outlets  were 
available.  Consignment  sales  appeared 
more  prevalent  with  the  central  packing 
vegetable  marketing  organizations  than 
with  the  other  organizational  types  sur- 
veyed. 

In  addition  to  selling  fruit  or  produce 
direct  to  buyers  and  through  commission 
merchants,  a  few  organizations  utilized 
the  services  of  brokers  in  distant  mar- 
kets. None  of  the  organizations,  however, 
offered  their  products  for  sale  through 
auction  markets. 


Trade  Contacts  and  Advertising 

Generally  the  organizations  carried 
on  little  or  no  formal  promotion  and 
advertising.  Rather,  they  depended  upon 
establishing  a  reputation  for  quality  and 
performance. 

Because  of  the  close  working  relation- 
ship usually  established  between  buyers 
and  sellers,  expenditures  for  formal  ad- 
vertising or  other  types  of  promotions 
were  generally  small.  Only  13  of  the  31 
organizations  reported  direct  costs  in- 
curred for  advertising.  Such  expenditures, 
when  made,  were  very  small  in  compari- 
son to  prevailing  practices  in  many  other 
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See  appendix  C  for  an  example  of  membership  agreement  used  in  this  type  of  arrangement. 
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lines  of  businesses.  With  one  exception, 
the  annual  advertising  costs  of  any  indi- 
vidual organization  did  not  exceed  $1,000. 
Some  wholesalers  who  acted  as  sales 
agents  for  marketing  associations  had 
substantial  advertising  programs,  how- 
ever. Data  on  these  programs  were  not 
available. 

The  usual  procedure  of  organizations 
that  did  advertise  was  to  place  a  limited 
number  of  advertisements  in  trade  papers 
announcing  the  commodities  available  at 
the  start  of  the  marketing  season.  Such 
advertising  in  all  cases  was  directed  at 
the  wholesale  trade  and  was  not  intended 
for  the  ultimate  consumer.  Quality  was 
stressed  in  all  cases  along  with  the 
organization-controlled  brand  name.  A 
larger  proportion  of  the  organizations 
which  graded  and  packed  at  a  central 
location  followed  this  procedure  than  did 
those  organizations  which  handled  com- 
modities packed  by  the  members  them- 
selves. Several  organizations  mailed 
newsletters  to  old  customers  and  pro- 
spective buyers  but  the  consensus  was 
that  this  was  not  too  effective  as  a  sales 
stimulant. 

Many  organizations  had  membership 
in  various  industry  trade  associations  as 
well  as  in  commodity  promotion  groups. 
The  impact  of  these  activities  in  most 
cases,  however,  was  industrywide  in  scope 
rather  than  limited  to  operations  of  any 
one  marketing  organization. 

Most  sales  personnel  believed  that 
there  was  no  substitute  for  personal 
contact  with  buyers.  The  telephone  was 
considered  the  prime  working  tool  in  the 
sales  office  and  as  a  consequence  this 
was  a  large  expense  item  in  the  operating 
statement  of  the  organization. 


Brand  Policy 

Brands  controlled  by  the  organization 
were    used   by    17    of  the    31    marketing 


groups.  In  none  of  these  cases,  however, 
was  the  entire  sales  volume  marketed  in 
branded  containers.  In  some  instances, 
the  brand  name  was  used  only  on  certain 
commodities  of  several  handled  by  the 
organization.  In  all  instances,  poorer 
grades  were  sold  unbranded. 

All  the  potato  marketing  associations 
and  most  vegetable  organizations  with 
central  grading  and  packing  facilities 
marketed  top  quality  commodities  in 
branded  containers.  In  contrast  only  two 
vegetable  organizations  handling  farm- 
packed  produce  sold  under  a  brand  name. 
One  fruit  marketing  sales  agency  distri- 
buted fruit  under  a  number  of  brand 
names  owned  by  its  grower-members. 
Regardless  of  whether  a  brand  was  used, 
the  name  of  the  selling  organization  ap- 
peared on  each  package  sold. 

There  were  some  differences  of  opinion 
regarding  the  necessity  of  marketing  un- 
der a  brand  in  the  wholesale  market. 
Organizations  which  operated  primarily 
in  the  local  market,  in  particular,  did  not 
feel  that  an  organization-controlled  brand 
greatly  facilitated  their  selling  activities. 
More  emphasis  was  placed  in  these  cases 
on  the  close  working  relationship  existing 
between  themselves  and  their  customers. 
On  the  other  hand,  organizations  which 
shipped  produce  to  distant  markets  used 
branded  containers  more  frequently.  All 
recognized  that  the  brand  was  merely  a 
symbol  of  the  contents  of  the  package  and 
as  such  was  only  as  good  as  the  care 
exercised  in  standardizing  and  maintain- 
ing the  quality  it  represented. 


Coordinating  Production  and  Sales 

One  of  the  most  important  and  at  the 
same  time  most  disconcerting  problems 
confronting  the  organizations  was  co- 
ordination of  grower  production  and  har- 
vesting with  marketing  opportunities.  An 
orderly  marketing  program  requires  a 
degree  of  control  over  the  product  by  the 
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The   fieldman  of  an  organization  is  in  a  good  position 

to      inform     members     of     market     requirements,     help 

coordinate     production    with     sales,     and    build    good 

membership    relations. 


selling  agency  which  the  individual  asso- 
ciations at  times  may  find  difficult  to 
achieve.  The  sales  staff  must  have  ad- 
vance information  on  quantities  available 
for  marketing  and  authority  to  make  firm 
sales  commitments.  Requiring  the  entire 
crop  of  each  grower-member  to  be  mar- 
keted through  the  association  is  not  enough 
to  assure  a  systematic  marketing  pro- 
gram. 

Several  techniques  may  be  used  to 
achieve  better  coordination  between  pro- 
duction and  marketing.  These  include 
(1)  adapting  planting  schedules,  (2)  esti- 
mating quantities  available  for  sale,  and 
(3)  controlling  delivery  from  field  or 
storage  by  sales  scheduling. 

Only  one  organization  in  the  survej"^ 
placed  daily  acreage  limitations  on  plant- 
ings for  more  even  distribution  of  crop 
maturities  over  the  season.  This  associa- 


tion also  provided  its  members  with  seed 
and  arranged  for  harvesting.   12/ 

Most  organizations  included  in  their 
marketing  agreements  statements  similar 
to  the  following  which  enabled  them  to 
exert  some  influence  over  delivery 
schedules  to  the  central  packingshed  or 
warehouse  or,  perhaps,  direct  to  buyers 
from  the  farms  of  members: 

"The  Association  shall  have  the  right 
to  control  and  fix  the  time  and  place 
for  all  deliveries  of  produce  by 
Grower.^' 

In  addition  bylaws  or  marketing  agree- 
ments frequently  included  provisions 
enabling  the  organization  to  obtain  esti- 
mates of  future  sales  offerings  from 
growers,  either  on  its  own  initiative  or 
through  reports  required  from  members. 
Examples  follow  of  such  rules  and  regu- 
lations used  by  three  organisations  in  the 
sample.  One  organization  included  in  its 
bylaws  the  following  provision: 

"The  Association  shall  have  the  right 
to  inspect  the  crops  and  produce  of 
Grower  at  such  times  andplacesandin 
such  a  manner  as  it  may  desire,  includ- 
ing the  right  to  go  on  the  premises  of 
the  Grower  and  to  do  so  at  all  reason- 
able times." 


The    marketing  contract   of  another  or- 
ganization stated: 

"The  grower  further  agrees: 

(a)  To    accept    the    responsibility   of 
keeping  the  corporation  informed 
as    to   the    amount   and   quality   of 
produce  he  will  have  for  sale,  and 

(b)  Specifically,  to  report  to  the  mana- 
ger 


12 

Contract  provisions  covering  harvesting  and  other  phases  of  this  operation  appear  in  appendix  E. 
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(1)  On  each  Saturday  his  antici- 
pated volume  for  the  next  week, 
and 

(2)  More  frequently,  if  there  will 
be  any  material  change  during 
the  week." 

Still  another  organization  specified  in  its 
marketing  agreement  that:  ~    . 

"The  grower  shall  notify  the  associ- 
ation of  the  amount  he  wishes  to  sell, 
not  later  than  6:00  p.m.  of  the  day 
preceding  the  day  on  which  he  wishes 
to  make  the  sale.  The  association 
shall  not  be  obligated  to  sell  any 
(name  of  crop)  specified  after  this 
time,  unless  it  is  agreed  upon  by  the 
grower  and  the  association  to  do 
otherwise." 

In  practice  the  managers  of  the  associ- 
ations usually  assumed  the  responsibility 
for  obtaining  estimates  of  the  members' 
future  sales  offerings  through  personal 
contacts,  either  by  telephone  or  farm 
visits.  Five  organizations  employed  field 
men  during  the  marketing  season  to  pro- 
mote closer  coordination  between  grower 
and  association  marketing  activities.  The 
fieldman  in  one  case  was  provided  by  a 
wholesaler  under  contract  with  the  associ- 
ation to  market  the  production  for  its 
members.  In  another  instance,  fieldmen 
directed  picking  crews  under  contract  with 
the  association  to  harvest  the  crops  con- 
trolled by  it  and  informed  the  sales  staff 
of  daily  expected  volumes. 

The  association  employed  various 
means  to  obtain  the  volume  needed  to  fill 
buyer  orders.  Natural  factors  often 
limited  the  degree  of  control  which  could 
be  exercised  over  the  flow  of  highly 
perishable  crops.  Organizations  which 
physically  handled  such  crops  usually 
specified  delivery  hours  to  the  packing- 


shed  or  warehouse  but  the  day  of  delivery 
was  left  largely  up  to  the  grower.  In  some 
cases,  the  organization  would  occasionally 
purchase  produce  outright  from  non- 
member  growers  if  the  volume  necessary 
to  fill  favored  orders  was  not  forthcoming 
from  within  the  association.  This  practice 
was    used    as    a    last    resort,    however. 

The  selling  function  appeared  some- 
what easier  with  storage  crops.  At  the 
start  of  the  marketing  season,  the  grower 
and  the  manager  usually  reached  an  under- 
standing regarding  the  procedure  to  be 
followed  in  moving  the  crop  to  market. 
As  a  rule,  final  authority  to  sell  rested 
with  the  grower  but  in  practice  the  sug- 
gestions made  by  the  manager  were  closely 
followed.  Only  one  association  reported 
having  complete  control  over  time  of  sale 
of  storage  crops.  Two  organizations 
exercised  partial  control.  In  the  event  that 
an  agreement  could  not  be  reached  be- 
tween the  organization  and  the  grower, 
the  organization  was  authorized  to  market 
a  predetermined  percentage  of  each 
grower's  crop.    13/ 

In  the  final  analysis,  effective  co- 
ordination of  member  production  and  sales 
appeared  closely  associated  with  a  good 
working  relationship  between  the  grower 
and  his  association.  Since  most  organi- 
zations surveyed  operated  in  localized 
areas  with  a  relatively  small  number  of 
members,  problems  of  coordination  were 
usually  resolved  through  discussion. 

The  personality  of  the  manager  ap- 
peared the  most  important  influence  deter- 
mining the  degree  of  control  attained  over 
product  procurement  in  difficult  situa- 
tions. An  ability  to  work  closely  with 
association  members  as  well  as  associ- 
ation customers  was  an  important  per- 
sonality trait  of  a  successful  manager. 
At  the  same  time,  education  of  the  mem- 
bership   through    the    media    of   grower 
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For  example,  see  provisions  appearing  in  appendix  D. 
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meetings  and  newsletters  as  well  as 
personal  visits  by  organization  personnel 
were  often  found  helpful  in  impressing 
upon  growers  the  necessity  for  a  team 
approach  to  achieve  an  efficient  market- 
ing program. 


Services   Furnished 

In  addition  to  selling  for  members, 
fruit  and  vegetable  organizations  have 
added  various  services  in  response  to  the 
needs  of  the  growers  they  serve.  Major 
services  included  purchase  of  production 
and  marketing  supplies,  grading  and  pack- 
ing, cooling,  and  storage  (table  9). 

The  number  of  these  additional  ser- 
vices provided  by  individual  organizations 
varied.  One  highly  integrated  association 
specializing  in  marketing  snap  beans  and 
sweet  corn,  for  example,  provided  a  full 
range  of  services  for  its  patrons.  At  the 
other  extreme,  four  organizations  limited 
their    activities    to    the    sales    function. 

Production  Supplies 

Supplies  most  frequently  purchased 
for  members  were  seeds,  plants,  pesti- 
cides, and  fertilizers.    The  dollar  volume 


of  these  production  supplies  was  rela- 
tively small  and  except  in  isolated  in- 
stances was  limited  to  grower -patrons. 
A  few  organizations  within  the  confines  of 
large  urban  centers  reported  that  sales 
of  garden  supplies  to  suburban  home 
owners  represented  important  sources  of 
revenue.  In  all  cases,  supplies,  when 
handled,  were  procured  from  commercial 
sources. 

From  the  individual  grower's  point  of 
view,  one  of  the  main  justifications  for  a 
supply  operation  is  the  saving  which  may 
be  realized  through  large  purchases  made 
on  a  group  basis.  However,  several 
managers  reported  their  organizations 
handled  little  or  no  production  supplies 
because  current  competitive  prices  were 
such  that  they  could  not  realize  much 
additional  savings  for  their  members 
through  this  activity.  Nevertheless,  under 
certain  circumstances  it  may  be  in  the 
members'  best  interest  for  the  organiza- 
tion to  handle  supplies  even  though  the 
resulting  savings  may  not  be  as  large 
as  expected.  Marketing  associations  have 
found  it  advantageous  to  handle  supplies  to 
assist  growers  in  producing  high  quality 
products  for  buyers'  specifications,  exert 
some  control  in  standardizing  products 
by    seed   or   plant    selection,  and  spread 


Table  9. — Major  services  provided  growers  by  fruit  and  vegetable 
marketing  organizations  by  commodity  groups,  1936-57 


Type   of  organization 

Service   performed 

Vegetable 

Fruit 

Potato 

Total 

Number 

Production  supplies 

9 

3 

4 

16 

Grading  and  packing 

9 

2 

3 

14 

Cooling 

■    7 

0 

1 

8 

Storage 

0 

2 

3 

5 

Market  supplies 

18 

4 

5 

27 
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overhead   cost  and  thereby  maintain  key 
personnel  on  a  year-round  basis. 

Most  organizations  did  not  appear  to 
have  a  firm  credit  policy  for  supplies 
purchased  by  members.  A  few  groups  set 
maximum  penalty-free  periods  ranging 
from  30  to  90  days  for  payment.  Fre- 
quently, growers  were  permitted  to  make 
payment  in  the  form  of  deductions  from 
their  accounts  at  the  time  of  marketing. 

An  organization  is  engaged  in  pro- 
duction financing  to  the  extent  that  pay- 
ment for  production  supplies  is  postponed. 
The  extent  to  which  this  practice  is 
permissible  depends,  of  course,  on  the 
financial  resources  of  the  organization 
and  the  needs  and  preferences  of  its 
membership.  Often,  credit  policies  of 
competitors  exert  a  compelling  influence 
on  the  organization  to  offer  comparable 
terms.  Iliis  service  may  involve  addi- 
tional costs  and  risks  which  may  not 
be  readily  apparent  but  which  in  the  final 
analysis  must  be  borne  by  the  association. 


Grading  and  Packing 

When  grading  and  packing  were  per- 
formed by  the  organization,  it  provided 
necessary  additional  operations  such  as 
washing  and  waxing  where  appropriate 
for  the  commodity  handled.  In  some 
cases,  however,  not  all  the  different  kinds 
of  commodities  handled  were  graded  and 
packed  at  a  central  point. 

Three  of  the  nine  vegetable  marketing 
organizations  with  central  packing  facili- 
ties, for  example,  reported  that  thej'^ 
handled  substantial  volumes  of  farm- 
packed  produce.  These  organizations 
handled  a  large  number  of  different  kinds 
of  vegetables.  The  volume  of  a  given 
vegetable  was  often  insufficient  to  justify 
specialized  packing  equipment.  In  these 
cases,  only  those  items  handled  in  suf- 
ficient quantity  were  packed  centrally. 
Several  other  central -packing  organi- 
zations which  included  cabbage  in  their 
sales  offerings  usually  handled  this  crop 
on  a  farm-packed  basis. 


,)'„'• 
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For  certain  commodities  there  is  an  increasing  demand  for  prepackaging  at  the  first-handler  level.     Alert  marketing 

associations  are  prepared  to  meet  this  need. 
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Control  over  quality  of  pack  was  an 
ever-present  problem  for  all  associations. 
The  central  packing  associations  often 
utilized  the  services  of  Federal- State 
inspectors  to  assure  compliance  with 
grade  standards  and  forestall  possible 
grower  grievances  over  organization 
grading  policy.  Of  the  14  organizations 
which  packed  centrally,  8  reported  use  of 
Federal- State  inspection  on  a  continuing 
basis,  2  used  this  service  only  in  special 
situations,  and  4  relied  on  their  own 
personnel  exclusively  to  police  grading 
operations. 

In  the  absence  of  central  packing,  the 
organization  usually  made  some  pro- 
vision to  maintain  quality  standards  and 
uniformity  of  pack.  14/  It  kept  growers 
informed  of  grade  requirements  through 
association  meetings,  letters,  and  per- 
sonal contacts  by  management  and  strict 
adherence  to  grade  standards  was  ex- 
pected. Inspection  by  organization  per- 
sonnel was  a  common  practice.  Federal- 
State  inspection  was  used  but  not  to  the 
same  extent  as  by  the  central -packing 
marketing  groups.  Only  5  of  the  17 
organizations  handling  farm-packed  pro- 
duce employed  Federal- State  inspection. 

The  two  potato  marketing  associations 
which  arranged  sales  for  widely  dispersed 
memberships  required  all  potatoes  packed 
by  growers  under  the  organizations'  pre- 
mium brands  to  be  federally  inspected. 
In  addition,  these  organizations,  as  well 
as  several  others  in  the  survey,  assigned 
numbers  to  each  grower  to  be  stamped  on 
each  farm  pack.  This  procedure  was 
designed  to  facilitate  identification  of  the 
packer  should  difficulties  over  quality 
arise  once  the  commodity  entered  dis- 
tribution channels. 

All  organizations  offered  commodities 
for    sale    in   a   wide    variety  of  standard 


wholesale  packages.  In  addition,  14  of  the 
31  organizations  offered  fruit  or  produce 
in  consumer-sized  containers.  Potatoes, 
apples,  and  root  crops  such  as  carrots, 
turnips,  and  parsnips  were  the  most 
popidar  items  offered  in  prepackaged 
form.  All  but  one  of  the  six  potato 
marketing  associations  handled  potatoes 
in  consumer-sized  packs  as  well  as  in  the 
larger  wholesale  containers. 

Opinion  was  mixed  regarding  the  future 
importance  of  prepackaged  items  in  the 
organizations'  commodity  offerings.  To  a 
great  extent  the  organization's  attitude 
towards  this  subject  was  conditioned  by 
the  nature  of  the  commodities  handled. 
Organizations  marketing  commodities 
such  as  potatoes  and  apples,  for  example, 
indicated  that  prepackaging  at  the  first 
handler  level  would  probably  increase 
in  the  future.  On  the  other  hand,  repre- 
sentatives of  organizations  handling  com- 
modities with  short  shelf  lives  in  many 
instances  expressed  strong  sentiments 
against  a  prepackaging  operation.  Both 
groups  probably  hold  valid  positions.  How- 
ever, future  technological  developments  in 
quality  maintenance  and  packaging  may 
lead  to  expansion  of  prepackaging  of  more 
highly  perishable  items  at  the  source  of 
production.  Management  of  grower-con- 
trolled marketing  organizations  should  be 
alert  to  new  developments  in  this  area  and 
adopt  them  when  appropriate.  An  adequate 
volume  coupled  with  strict  control  over 
quality  of  pack  is,  of  course,  essential  to 
any  prepackaging  operation. 

A  chronic  problem  of  all  the  marketing 
organizations  was  the  disposition  of  less 
than  top  quality  fruit  or  produce.  While 
obviously  defective  commodities  were 
left  unharvested  by  growers  and  not  put 
through  the  grading  process  in  the  packing- 
shed,  a  sufficient  quantity  of  second 
quality  remained  to  cause  concern  for  the 


14 


An    illustration   of   a    marketing  contract  covering  procedures    for   handling  a    farm-packed   commodity  appears  in 
appendix  F.  .  ■  .  . 
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sales  staffs.  None  of  the  grower  organi- 
zations withheld  products  which  did  not 
meet  top  grade  requirements.  It  was  the 
policy  of  all  organizations  to  sell  off- 
quality  commodities  whenever  possible. 
At  the  same  time,  it  was  recognized 
that  the  poorer  grades  must  be  segre- 
gated from  the  premium  quality  and  offered 
for  sale  as  such.  In  some  cases,  nearby 
canning  plants  were  supplied  with  com- 
modities meeting  processing  require- 
ments. 15/  Local  merchant  truckers 
or  peddlers  represented  another  outlet 
for  off- quality  produce.  However,  the 
organizations  usually  placed  the  bulk  of 
low  grade  volume  on  consignment. 


Storage     of    members'    production    to    preserve    market 

quality  is  a  service  rendered  by  some  grower  marketing 

organizations. 


Cooling 

All  organizations  maintained  proper 
temperatures  to  preserve  the  condition 
of  commodities.     In  addition  to  the  more 


usual  cooling  techniques  of  refrigeration 
and  icing,  eight  organizations  made  special 
effort  to  move  their  commodity  offerings 
to  buyers  in  top  condition. 

Six  of  the  marketing  organizations 
surveyed  used  hydrocooling  equipment 
for  rapid  removal  of  field  heat  from 
certain  perishable  vegetables.  Of  these, 
three  represented  central  packing  vege- 
table operations  which  provided  hydro- 
cooling  on  a  regular  basis.  Two  other 
organizations  owning  hydrocooling  instal- 
lations operated  strictly  on  a  farm-pack 
basis.  One  of  these,  specializing  in 
marketing  celery,  cooled  the  entire  crop 
sold  through  the  association  by  this 
method.  The  other  organization  made  its 
equipment  available  to  grower -members 
to  use  as  needed  but  did  not  provide  labor 
to  carry  out  the  cooling  operation.  In 
another  case,  a  wholesaler-agent  pro- 
vided a  hydrocooling  service  at  cost 
for  association  members,  when  required. 
Commodities  most  frequently  cooled  by 
this  process  were  sweet  corn,  snapbeans, 
celery,  and  cauliflower. 

Two  additional  organizations  provided 
a  vacuum  cooling  service.  Neither  of 
these  associations  owned  vacuum  cooling 
equipment.  They  provided  this  service  on 
a  contract  basis  with  a  commercial  firm. 
In  both  cases,  only  lettuce  was  vacuum 
cooled.  Both  organizations  had  central 
packing  facilities  for  other  commodities, 
but  lettuce  was  handled  on  a  farm-pack 
basis  subject  to  Federal-State  inspection. 

Storage 

Five  organizations  owned  facilities 
for  storing  members'  products.  Apples 
were  stored  by  two  organizations,  sweet 
potatoes  were  cured  and  stored  by  two 
organizations,  and  white  potatoes  and 
onions  were  stored  by  one  organization. 
With  the  exception  of  one  fruit  marketing 
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Arrangements    under  which  sweet  potatoes   for  processing  were   handled   by  one   of  the    survey  organizations 
presented  in  appendix  G. 
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agency,  all  the  associations  which  ren- 
dered a  storage  service  also  graded  and 
packed  for  members  as  buyer  orders 
were  received.  In  all  other  cases  where 
storage  crops  were  handled,  it  was  usually 
the  growers*  responsibility  to  hold  the 
crop  in  storage  until  marketed.  Two  fruit 
marketing  agencies  made  arrangements 
with  cold  storage  companies  for  the  stor- 
age of  apples  if  requested  by  members. 

Market  Supplies 

The  marketing  organizations  pur- 
chased most  of  the  supplies  needed  in 
preparing  crops  for  market.  Of  the  31 
organizations,  27  reported  the  procure- 
ment of  the  marketing  supplies  used  for 
member  fruit  or  produce.  When  com- 
modities were  graded  and  packed 
centrally,  market  supplies  were  always 
purchased  by  the  organization.  The  most 
important  supply  items  in  this  category 
were  containers  of  various  types  and  sizes. 

Other  Services 

Additional  services  occasionally  pro- 
vided by  some  organizations  for  members 
included  arrangements  for  crop  spraying, 
bargaining  with  processors,  and  trucking 
produce  directly  from  the  farm. 

One  organization  arranged  to  have  its 
members*  crops  sprayed  upon  grower 
request.  The  association  itself  did  not 
own  the  spray  equipment  or  provide  the 
necessary  labor,  however.  This  service 
was  performed  under  contract  with  an 
independent  operator. 

Another  organization  acted  as  a  bar- 
gaining agent  in  addition  to  its  other 
services.  This  association  specialized 
in  marketing  potatoes,  onions,  and 
cabbage.  It  also  provided  a  central  grad- 
ing and  packing  service  along  with  storage 


facilities  for  potatoes  and  onions.  Cab- 
bage destined  for  the  fresh  market  was 
sold  by  the  association  directly  from  the 
farm  under  Federal  inspection.  In  the 
case  of  canning  crops  (sweet  corn  and 
beans),  growers  received  payment  for 
their  deliveries  on  the  basis  of  prices 
and  other  terms  negotiated  by  the 
association  with  the  processor.  Pay- 
ments to  growers  by  the  processor  were 
channeled  through  the  association.  The 
assumption  of  abargaining  function  for  that 
part  of  member  production  destined  for 
processing  may  offer  an  opportunity  for 
the  association  to  provide  an  additional 
useful  service  for  growers  under  some 
situations.  A  basic  prerequisite  for 
effective  bargaining  is  sufficient  tonnage 
under  organization  control.     16/ 

Hauling  from  farm  direct  to  buyer  was 
another  service  occasionally  furnished, 
especially  when  sales  of  farm-packed  pro- 
duce were  made  to  local  buyers.  When 
produce  was  packed  at  a  central  point,  it 
was  usually  the  grower's  responsibility  to 
deliver  his  production  to  the  organization. 

Transportation  of  fruit  or  produce  to 
more  distant  points  was  invariably  ar- 
ranged by  the  association.  None  of  the 
organizations  delivered  commodities  to 
distant  buyers  in  their  own  vehicles. 
Usually  the  organizations  either  loaded 
products  directly  into  trucks  furnished 
by  the  buyer  or  hired  the  necessary 
transportation.  The  proportion  of  com- 
modities moved  by  means  other  than 
trucks    was    negligible    in    most   cases. 

Processing  represents  another  field 
of  activity  which  might  be  appropriate 
in  conjunction  with  a  fresh  marketing 
operation  for  some  grower-controlled 
organizations.  Although  none  of  the  or- 
ganizations selected  for  this  study  en- 
gaged  in   processing,    such  an  operation 


For  information  on  the  organization  and  operation  of  bargaining  associations,  see  McMillan,  Wendell  M.,  Fruit  and 
Vegetable  Bargaining  Cooperatives.    FCS  Cir.  25,  Farmer  Cooperative  Service,  U.S.  Dept.  of  Agr. ,  November  1958. 
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may  permit  a  better  utilization  of  dif- 
ferent commodities  and  grades  and  there- 
by possibly  improve  returns  to  growers. 
Before  embarking  on  a  processing  opera- 
tion, a  careful  study  of  the  technical 
aspects  and  economic  factors  involved 
is,  of  course,  essential. 

Several  considerations  make  proces- 
sing an  unattractive  alternative  for 
growers  near  large  population  centers. 
The  location  advantage,  for  example, 
would  undoubtedly  favor  the  fresh  outlet 
and  thereby  jeopardize  assured  supplies 
for  the  processing  operation.  Further- 
more, there  would  be  a  strong  tendency 
to  divert  an  unduly  high  proportion  of 
low  quality  products  to  the  processed 
outlet.  In  addition,  requirements  for 
capital  and  specialized  technical  know- 
ledge are  probably  greater  for  a  pro- 
cessing operation  than  for  a  fresh  market- 
ing operation.  Thus  these  factors  are 
not  conducive  for  development  of  pro- 
cessing, particularly  in  an  area  where 
land  in  the  near  future  may  be  transferred 
to  non-agricultural  uses. 

Finally,  a  processing  operation  by 
itself  does  not  solve  the  marketing  prob- 
lem. A  market  must  still  be  found  for 
the  commodity  -  whether  it  be  in  canned, 
frozen,  or  dried  form. 

Charges   for   Services 

Marketing  organizations  derived  in- 
come to  cover  selling,  operating,  and 
other  costs  in  several  ways.  A  tj^ical 
procedure  of  the  organization  was  a  com- 
mission charge  for  selling  plus  additional 
charges  on  a  pack  basis  for  other  ser- 
vices rendered. 

The  commissions  charged  growers 
were  expressed  either  as  a  percentage 
of  f.o.b.  sales  value  or  as  a  fixed  charge 
per  package  sold  (table  10).  Of  the 
three  organizations  using  other  methods, 
two    operated    on    a    seasonal    net   pool 


basis  with  conservative  advances  during 
the  season.  Expenses  incurred  during  the 
marketing  season  in  these  cases  were 
determined  at  the  close  of  operations  and 
prorated  among  the  growers  according  to 
the  volume  marketed  by  each.  One  other 
firm  made  no  direct  charges  to  growers. 
In  this  case,  it  paid  members  an  average 
weekly  local  market  price  and  met  opera- 
ting costs  through  resale  margins. 

Individual  associations  operating  on  a 
percentage  commission  basis  levied 
charges  ranging  from  3  to  17  percent  of 
the  total  gross  volume  of  growers'  sales. 
When  on  a  fixed  charge  per  package  basis, 
individual  association  charges  varied  from 
5  to  15  cents  a  unit  regardless  of  value 
of  the  products  sold. 

The  wide  range  in  charges  among  the 
organizations  was  in  part  due  to  a  varia- 
tion in  the  number  and  type  of  services 
offered.  In  some  cases  the  charges 
covered  direct  selling  expenses  only;  in 
other  instances  overhead  items  and  pro- 
vision for  capital  accumulation  were  also 
incorporated  into  the  charge.  Thus,  the 
charges  made  by  individual  organizations 
were  not  strictly  comparable  nor  did  they 
reflect  the  organization's  relative  ef- 
ficiency. 

In  addition  to  commission  payments, 
most  organizations  made  specific  charges 
for  services  rendered  on  behalf  of  mem- 
bers. Separate  unit  charges  were  usually 
made  for  such  serviceas  washing,  waxing, 
grading,  packing,  cooling,  storage,  in- 
spection, handling,  and  containers.  These 
charges  varied  among  organizations 
directly  with  the  costs  of  performing 
the  given  service  and  with  size  and  types 
of  containers  used.  In  some  cases, 
further  charges  on  a  pack  basis  were 
made  for  capital  accumulation  and  over- 
head. 

There  did  not  appear  to  be  any  con- 
sistency among  organizations  on  number 
and    size    of   additional   charges.      In  all 
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Table    10. — Principal  methods  used  by  fruit  and  vegetable  marketing  organizations  for 
charging  growers  for  sales  services,   by  commodity  groups,   1936-37 


Type   of  organization 

Method 

Vegetable 

Fruit 

Potato 

Total 

Number 

Percentage  commission   on  f.o.b.  sales 

15 

5 

3 

23 

Flat  charge   per  package  commission 

2 

0 

3 

5 

Other  methods 

2 

1 

0 

3 

Total 

19 

6 

6 

31 

cases,  however,  the  charges  were  in- 
tended to  provide  services  at  cost  and 
were  deducted  from  the  grower's  account 
prior    to    the    time    of   final    settlement. 

Percentage     Commissions 

The  range  in  the  percentages  taken  of 
sales  by  individual  organizations  using 
this  method  is  shown  in  table  11.     A  10 


percent  commission  charge  was  most 
common.  Organizations  which  marketed 
vegetables  generally  charged  higher  com- 
missions than  did  either  the  fruit  or 
potato  marketing  associations.  The 
potato  associations  as  a  group  tended  to 
make  the  lowest  charges. 

When  special  arrangements  were  made 
with   wholesalers    to  handle  organization 


Table  11. — Percentage   commission  charges  made  by  fruit  and  vegetable 
marketing  organizations   by  commodity  groups,   1936-37 


Type   of  organization 

Commission 

Vegetable 

Fruit 

Potato 

Total 

Percent 

Number 

3 

0 

0 

1 

1 

4 

0 

1 

.  1         .     .■■• '  '■ 

.2 

5 

0 

3 

i 

■     4  _ 

7 

2 

0 

0 

■   .2'   ■ 

8 

1 

0 

0 

'       I  .f 

9 

1 

0 

0 

1 

10 

8 

1 

0 

9 

11    and   over 

3 

0 

0 

3 

Total 

15 

5 

3 

23 

3£ 


volume  on  an  exclusive  basis,  a  common 
procedure  was  for  the  sales  agent  to 
deduct  his  selling  charges  from  the  gross 
proceeds  due  the  grower-member.  Addi- 
tional charges  for  grading,  packing,  and 
other  costs,  if  any,  were  deducted  either 
by  the  association  or  the  wholesaler  de- 
pending upon  who  provided  the  services. 

In    some    cases   both   percentage    and 
flat  rate  per  package  commissions,  were 
charged  by  the  same  association,  depend- 
ing upon  the  commodity  in  question.  Var- 
ious   rates    were    often    charged,    also, 
according  to  product  utilization  or  dispo- 
sition.    Commodities  sold  to  processors, 
for  example,  were  usually  handled  by  the 
organization  at  a  lower  charge  than  pro- 
ducts   destined    for    the    fresh    market. 
Policy  varied  regarding  charges  for  sales 
made  on  consignment  and  other  non-direct 
methods    of   selling,    but  in  general     the 
grower  was  obliged  to  pay  a  higher  rate 
for    these   types    of   sales.       A   common 
practice  was  to  deduct  the  customary  or- 
ganization   selling   charge  from  the     net 
returned  by  the  commission  agent  to  the 
association. 

Flat  Charge  per  Package  Commission 

Five  organizations  expressed  their 
charges  on  a  flat  rate  per  package  basis 
exclusively.  Of  these,  two  were  central 
packing  vegetable  marketing  associations 
whose  sales  were  handled  under  contract 
by  local  wholesalers.  The  remaining 
organizations  using  this  method  were 
potato  marketing  groups  not  providing  a 
central  packing  service. 

The  charges  made  by  the  potato  sales 
agencies  ranged  from  5  to  10  cents  a 
hundredweight  equivalent  of  potatoes  sold 
through  the  association.  Two  of  the 
organizations  serving  statewide  member- 
ships included  their  charges  as  a  markup 
on  the  price  of  premium-branded  bags 
purchased  by  growers  through  the  associ- 
ation. When  sales  were  made  in  bags 
other        than       those      imprinted      with 


organization-controlled  brand  names,  the 
service  charge  was  not  included  in  the 
price  of  the  bag  and  was  therefore  de- 
ducted from  the  growers'  accounts  at  the 
time  of  settlement  for  produce  sold.  One 
organization  charged  a  4-cent  premium 
over  its  usual  rate  for  handling  potatoes 
when  in  bags  which  did  not  include  the 
prepaid  service  charge. 

Considerations  in  Establishing  Charges 

The  method  of  establishing  charges  to 
growers  was  typically  on  a  trial  and 
error  basis.  In  most  cases,  selling  and 
other  charges  were  determined  on  the 
basis  of  customary  trade  practices  and 
past  operating  experiences.  The  rates 
charged  were  often  subject  to  change 
from  season  to  season.  Only  one  organi- 
zation in  the  survey  attempted  detailed 
analyses  of  its  operating  costs  before 
determining  its  charges. 

In  the  absence  of  exact  cost  data, 
charges  should  be  high  enough  to  yield  a 
small  surplus  under  normal  conditions. 
Long  run  capital  needs  as  well  as  current 
operating  costs  must  be  taken  into  ac- 
count. Complicating  the  problem  is  the 
fluctuation  in  prices  and  volumes  from 
year  to  year.  Attention  should  be  given  to 
the  impact  of  such  fluctuations  when  de- 
termining the  charges.  At  the  same  time, 
the  charges  should  be  in  line  with  competi- 
tive rates  and  result  in  equitable  treat- 
ment to  all  members.  The  organization 
can  then  make  an  equitable  allocation  of 
the  surplus  among  patrons. 

Exclusive  reliance  on  resale  margins 
to  meet  costs  of  operation,  while  a  rela- 
tively simple  procedure,  is  probably  the 
least  desirable  approach  for  most  grower- 
controlled  marketing  groups.  The  organi- 
zation which  purchases  commodities  out- 
right from  its  members  may  readily  fall 
into  the  status  of  just  another  dealer  in 
the  eyes  of  its  grower-patrons.  As  a 
consequence,  grower  support  when  most 
needed  may  be  lost.     Also,  to  the  extent 
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that  growers  are  Mly  paid  in  cash  at 
time  of  delivery,  the  need  for  more  working 
capital  is  increased.  Finally,  serious 
financial  difficulties  may  arise  in  the 
event  that  the  organization  is  overly- 
optimistic  about  prices  and  advances  too 
much  to  growers. 

From  the  point  of  view  of  manage- 
ment, operation  on  a  seasonal  net  pool 
basis  with  conservative  advances  during 
the  marketing  season  may  be  the  most 
desirable  method  for  meeting  the  organi- 
zation's financial  obligations.  Although 
the  problem  of  cost  proration  among 
growers  still  remains,  the  organization 
imder  this  plan  is  reasonably  certain 
that  its  expenses  will  be  met  under  most 
operating  conditions. 

Whether  to  express  charges  on  a 
percentage  or  a  flat  rate  basis  is  largely 
a  matter  of  grower  preference.  Either 
method  may  produce  inequities  in  cost 
distribution  among  members  where  vari- 
ations in  organization  expenses  are  as- 
sociated with  different  kinds  or  grades  of 
commodities.  Such  inequities,  however, 
may  be  minimized  by  basing  rates  on 
cost  analyses. 


Grower   Payment   Methods 

The  marketing  organizations  employed 
two  basic  methods  of  settlement  for  the 
purpose  of  accountingto  members  the  fruit 
or  produce  sold  through  the  associations. 
One  method  was  to  segregate  the  com- 
modities handled  by  quality,  size,  or 
other  differentiating  characteristics  re- 
cognized by  the  market  and  return  to  the 
grower  an  average  or  "pool"  price  re- 
ceived for  the  various  lots.  Under  this 
procedure  like  commodities  were  physi- 
cally commingled  once  in  the  hands  of 
the  association. 

Under  another  plan,  each  member's 
products    were    sold   by   the    association 


as  a  separate  lot  and  the  receipts  of  the 
sale  less  any  deductions  made  by  the 
organizations  were  returned  to  the  grower. 
This  method  is  usually  known  as  "selling 
on  individual  account." 

All  the  organizations  in  the  survey 
used  one  or  the  other  of  the  above  grower 
payment  plans  either  alone  or  in  combina- 
tion (table  12).  In  general,  the  individual 
member  had  no  choice  in  specifying  the 
plan  imder  which  his  products  were  to 
be  handled  during  the  marketing  season 
once  organizational  policy  regarding  this 
matter  was  established. 

A  third  method,  outright  cash  pur- 
chases from  growers,  while  practiced 
to  a  limited  extent  by  some  organizations, 
represented  a  relatively  small  proportion 
of  any  one  association's  total  marketings. 
In  most  cases,  this  method  was  used  only 
in  emergency  situations  and  was  restricted 
largely  to  non-members. 

Selling   on    Individual    Account 

Commodities  sold  on  an  individual 
account  basis  were  usually  packed  by  the 
grower  rather  than  centrally  by  the  asso- 
ciation. Nine  of  the  10  organizations  using 
this  payment  plan  exclusively  did  not 
provide  a  central  packing  service  for 
members.  Central  packing  associations 
often  used  this  method  in  conjunction  with 
a  pooling  plan  for  fruit  or  produce  not 
graded  by  the  organization.  In  addition, 
commodities  graded  by  the  association 
but  not  meeting  quality  standards  were 
frequently  sold  in  this  manner. 

The  individual  account  approach  is 
often  favored  by  growers  because  each 
producer's  returns  are  based  on  the  actual 
prices  received  by  the  organization  for 
his  products.  Because  premium  quality 
usually  receives  the  top  market  price,  it 
is  argued  that  this  should  be  directly 
reflected  in  the  returns  made  to  each 
grower.  Selling  on  individual  account, 
however,     is    not    the    only   way   quality 
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Table  12.— Grower  payment  plans  used  by  fruit  and  vegetable  marketing 
organizations   by  commodity  groups,  1956-57 


Type  of  organization 

Payment  plan 

Vegetable 

Fruit 

Potato 

Total 

Number 

Pool 

Individual   account 

Combination 

9 
4 
6 

2 
3 
1 

2 
3 

1 

13 

10 

8 

Total 

19 

6 

6 

31 

differentials  can  be  reflected  to  members. 
Pooling  arrangements  may  also  establish 
price  differences  based  upon  quality  and, 
at  the  same  time,  reduce  risks  associated 
with  price  fluctuations. 

The  fundamental  problem  in  individual 
account  selling  is  sales  coordination.  In 
the  individual  account  method,  the  grower 
usually  reserves  the  right  to  make  the 
final  decision  regarding  when  his  product 
will  be  offered  for  sale.  This  is  incon- 
sistent with  one  of  the  main  objectives  of 
group  selling  -  to  promote  orderly  market- 
ing in  substantial  volume  throughout  the 
marketing  season  in  accordance  with 
market  demand. 


Pooling 

The  number  and  tj^pe  of  pools  used  by 
the  marketing  organizations  varied  con- 
siderably. The  complexity  of  the  pooling 
system  increased  with  the  number  of 
commodities  pooled,  the  number  of 
varietal  segregations  made  of  each  com- 
modity, the  amount  of  grade  differentiation 
practiced,  and  the  number  of  pool  periods 
of  different  lengths  employed. 


Organizations  which  handled  more  than 
one  commodity  on  a.  pool  basis  always 
used  separate  pools  for  each  product. 
Subdivision  of  the  pool  by  variety  was  not 
practiced  to  any  great  extent  except  for 
apples. 

All  organizations  which  pooled  grower 
receipts  used  separate  pools  for  different 
quality  levels  of  the  same  commodity,  i^/ 
Products  not  meeting  top  grade  require- 
ments were  sometimes  sold  on  individual 
grower  account  rather  than  on  a  pool 
basis. 

The  length  of  the  pool  period  varied 
with  the  commodity  and  the  time  of  season 
the  sale  was  made.  Daily  or  weekly  pools 
were  especially  favored  by  associations 
marketing  vegetables  and  potatoes  (table 
13).  Six  organizations  used  a  combination 
of  pools  of  various  lengths. 

Growers  of  highly  perishable  crops 
such  as  lettuce,  sweet  corn,  tomatoes, 
peaches,  and  berries  were  generally  paid 
a  daily  or  weekly  average  price.  Because 
perishable  products  cannot  be  stored  for 
appreciable  periods,  their  supply  and 
prices  generally  fluctuate  rapidly.  This 
may    be    an    important    reason   why    the 


17, 


See  provisions  of  sales  agreement  presented  in  appendix  H,  for  example. 
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Table  13. — Length  of  pools  used  by  fruit  and  vegetable  marketing 
organizations   by   commodity  groups,  1956-57 


T 

ype   of  organization 

Total 

Length  of  pool 

Vegetable 

Fruit 

Potato 

Number 

6 

Daily 

5 

0 

1 

Weekly 

5 

1 

1 

7 

Seasonal 

1 

1 

0 

2 

Combination" 

4 

1 

1 

<» 

Total 

15 

3 

3 

21 

Daily  pools  in  combination  with  weekly  or  seasonal  pools,  or  both. 


organization  used  relatively  short  pool 
periods  for  these  crops.  In  some  in- 
stances, receipts  were  pooled  on  a  daily 
basis  early  in  the  marketing  season  when 
prices  tended  to  be  relatively  high  and 
on  a  weekly  basis  later  when  volume 
production  was  reached  and  prices 
stabilized.  When  a  pool  was  used  for 
storage  crops  such  as  apples  and  potatoes, 
the  period  covered  usually  lasted  as  long 
as  it  took  the  organization  to  sell  the 
crop. 

Pooling  receipts  as  well  as  expenses 
is  a  sound  and  logical  method  of  operation 
for  grower-controlled  marketing  organi- 
zations. Market  risks  confronting  in- 
dividual growers  are  evened  out.  This 
is  true  even  though  the  pool  period  used 
is  as  short  as  1  day.  The  longer  the  pool 
period,  however,  the  more  effective  it 
is  in  reducing  the  risks  to  individual 
growers  arising  from  market  price  fluc- 
tuations. It  is  up  to  the  members  them- 
selves to  decide  the  amount  of  price 
risk  they  wish  to  assume  on  an  individual 
and  on  a  joint  basis. 

Yrova.  the  point  of  view  of  the  organi- 
zation as  a  whole,  pooling  allows  for  a 
more    efficient    and    better    coordinated 


marketing  program.  Commodities  of  like 
quality  may  readily  be  assembled  into 
large  lots  to  fill  the  needs  of  volume 
buyers.  Moreover,  when  the  association 
pays  an  average  price  it  avoids  the  prob- 
lem of  deciding  which  sale  should  go  to 
which  grower.  This  is  particularly  im- 
portant when  certain  sales  outlets  are 
more  attractive  than  others. 

Fundamental  to  any  pooling  plan  is  the 
point  that  all  growers  be  treated  equit- 
ably. It  is  of  utmost  importance  that 
similar  commodities  be  included  in  each 
pool.  This  implies  accurate  grading 
based  on  quality  standards  recognized  by 
the  trade  and  payments  to  growers  which 
reflect  the  price  differentials  associated 
with  the  different  qualities  sold.  This 
was  recognized  by  the  marketing  organi- 
zations in  the  survey.  Pooled  commodities 
were  either  packed  centrally  by  the  as- 
sociation or  by  members  under  strict 
organization  supervision. 

One  grower  criticism  of  pooling  is 
that  payments  for  products  delivered  are 
frequently  delayed  for  considerable 
periods.  This  objection  is  valid  but  may 
be  minimized  by  making  partial  advances 
to  growers  before  the  close  of  the  pool. 
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In  addition,  some  growers  may  believe 
they  can  forecast  the  market  better  than 
their  association  and  would  prefer  to  have 
more  freedom  for  speculative  marketing. 
If  this  attitude  were  widespread  among 
the  members,  tfiie  organization  could  not 
survive. 

The  basic  premise  of  any  group  mar- 
keting venture,  after  all,  is  that  the 
organization  can  and  will  perform  the 
selling  function  more  effectively  than 
any  of  its  individual  members.  In  the 
final  analysis,  it  is  the  average  return 
realized  by  the  grower  from  the  sale  of 
his  crop  that  will  determine  the  profit- 
ability of  his  farm  operation  and  not  the 
occasional  peak  price  he  possibly  could 
realize  on  the  open  market  if  he  sold  as 
an  individual. 


Time  of  Settlement 

Settlement  with  growers  for  products 
sold  was  usually  made  after  the  organi- 
zation received  payment  from  the  buyer. 
This  procedure  reduced  the  working 
capital  requirement  of  the  association. 
However,  it  did  create  a  source  of  member 
irritation,  especially  in  some  areas  where 
growers  were  accustomed  to  receiving 
cash  payments  from  competitors  at  the 
time  of  delivery. 

When  sales  were  handled  on  individual 
account  or  a  daily  or  weekly  pool  basis, 
growers  were  usually  required  to  wait  1  to 
2  weeks  for  their  returns  after  delivery 


to  the  association  or  the  close  of  the  pool. 
This  period  approximated  the  elapsed 
time  between  the  sale  of  the  product  and 
payment  from  buyers. 

As  a  general  rule,  the  organizations 
did  not  extend  credit  to  buyers  other  than 
the  allowance  of  a  collection  period 
dictated  by  customary  trade  practices. 
In  the  case  of  unknown  buyers  or  buyers 
with  poor  credit  ratings,  immediate  cash 
pajrments  were  demanded;  therefore,  bad 
debts  were  practically  nonexistent. 

In  response  to  grower  demands,  the 
boards  of  directors  offour  central  packing 
associations  established  a  policy  of  making 
automatic  advances  to  growers  before  the 
time  of  final  settlement.  These  organi- 
zations conducted  seasonal  pools  and  made 
conservative  payments  to  growers  in  ad- 
vance of  the  time  of  final  settlement.  The 
commodities  involved  in  these  cases  were 
snap  beans,  sweet  potatoes,  apples,  and 
small  fruits. 

Eleven  other  organizations  made  oc- 
casional advance  payments  to  members  on 
request.  Usually  they  adopted  no  formal 
procedure  to  determine  the  amount  ad- 
vanced in  these  cases  but  exercised  care 
to  insure  that  the  payments  were  well 
below  the  final  expected  amounts  due  the 
grower.  When  asked  to  comment  on 
problems  associated  with  the  grower  pay- 
ment methods,  most  managers  indicated 
that  developing  a  system  to  permit  more 
rapid  settlement  with  growers  was  their 
chief  concern. 
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Appendix 


The  agreements  presented  in  the  following  appendixes  are  intended  only  to 
illustrate  in  detail  various  operating  regulations  and  procedures  followed  by 
the  marketing  organizations  in  the  survey.  The  contractual  arrangements  used 
by  any  given  organization  must  necessarily  reflect  local  needs  and  preferences 

as  well  as  conformity  to  State  laws.    Professional  legal  advice  is  recommended 
in  all  cases  involving  development  and  adoption  of  contractural  arrangements. 
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Appendix  A 

Example  of  Vegetable  Association  Membership  Acreage  Regulations 

Minimum  Acreage  Requirements 


19. 


Below  are  listed  the  various  com- 
modities handled  by  the  Association  and 
the  minimum  acreage  of  each  that  a  grower 
must  produce  in  order  to  qualify  for 
membership  in  the  Association. 

A  minimum  of  5  acres  of  combined 
vegetables  will  be  accepted  for  new 
members    except   in   the    case  of  straw- 


berries   or    raspberries   when  1  acre  of 
either    will    qualify   for    a   membership. 

The  minimiim  acreage  is  listed  oppo- 
site each  commodity  and  a  blank  space 
opposite  each  commodity  under  the  head- 
ing your  acreage.  List  your  acreage 
intentions    in  the  blank  spaces  provided. 


Commodity 


Minimum 
Acreage 


Your  19_ 
Acreage 


Asparagus  1 

Beets  1/2 

Cabbage  1 

Cantaloupes  1 

Cranberry  beans  1 
Cucumbers  and 

pickles  1 

Eggplant  1 

Green  beans  1 

Green  onions  1/2 

Kale  1 

Lima  Beans  1 

Lettuce  1/2 

Mustard  1 


Commodity 


Minimum 
Acreage 


Your  19_ 

Acreage 


Onions  1/2 

Peppers  -         1 

Potatoes  5. 

Rhubarb  1 

Raspberries  1 

Spinach  1 

Squash  1 

Strawberries  ,       - 1 

Sweet  corn  5 

Tomatoes  1 

Tree  fruit  5 

Turnips  1 
Other  commodities 


Name. 


Address. 


46 


Appendix  B 

Example  of  Vegetable  Association  -Wholesaler  Marketing  Agreement 


AGREEMENT 


AGREEMENT  made  this day  of , 

19 ,  between (association) ,  a 

(State)      agricultural  cooperative  corpo- 
ration,   having    its    principal    offices    at 
(address)  called  "Grower,"  and 

(wholesaler^  .  a  (State)  corporation, 
having  its  principal  offices  at  (address)  , 
hereinafter  called  "Agent,"  WITNESSETH: 

WHFREAS,  the  Grower  is  an  agri- 
cultural cooperative  corporation  engaged 
in  the  business  of  marketing  fresh  grown 
vegetables  supplied  to  it  by  its  stock- 
holder members,  who  grow  and  produce 
said  fresh  vegetables;  and 

WHEREAS,  the  kind  of  vegetables 
grown  and  the  acreage  planted  is  deter- 
mined by  the  Grower  each  year  from 
schedules  of  production  submitted  to  the 
Grower  by  stockholder  members  on  April 
the  1st  of  each  year;  and 

WHEREAS,  the  Agent  is  a  corporation 
engaged  in  the  marketing  of  fresh  vege- 
tables and  other  agricultural  products  in, 
but  not  confined  to,  the  Continental  United 
States. 

NOW,  THEREFORE,  in  consideration 
of  the  mutual  promises  herein  set  forth, 
the  parties  agree  as  follows:      '    - 

1.  The  Grower  employs  the  Agent  as 
the  exclusive  sales  agent  to  market  and 
sell  produce  grown  by  the  stockholder 
members  of  the  Grower  during  the  term 
of  this  Agreement,  and  the  Agent  hereby 
accepts  such  employment. 

2.  The  term  of  this  Agreement  is  for 
one   (1)  year,  commencing  on 19     , 


and  to  continue  from  year  to  year  after 
,19 ,  unless  either  party  shall  ter- 
minate this  contract  after  said  last  men- 
tioned date  by  giving  written  notice  of 
that  fact  at  least  ninety  (90)  days  prior 
to  the  date  of  termination  to  the  other 
party  through  the  United  States  Mails,  by 
registered  mail,  addressed  to  the  address 
as  above  set  forth  of  said  party  so  noti- 
fied; but  in  no  event  shall  this  contract 
continue  longer  than  twenty  (20)  years 
from  the  date  hereof. 

3.  The  territorycoveredby  this  agency 
is  the  Continental  United  States  and 
Canada. 

4.  The  Grower  shall  deal  with  the  Agent 
entirely  through  its  Board  of  Directors 
on  an  independent  contractor  basis,  and, 
shall  be  solely  responsible  for  the  man- 
ner, method,  and  means  of  cultivation, 
the  growing  and  delivering  to  the  Agent 
any  of  the  agricultural  products  grown 
by  any  of  the  stockholder  members  of  the 
Grower,  and  the  Agent  is  solely  respon- 
sible for  the  manner,  method,  and  means 
of  marketing  and  shipping  the  said  agri- 
cultural products. 

5.  This  Agreement  cannot  be  assigned 
by  either  party  and  shall  bind  the  suc- 
cessors and  legal  representatives  of  the 
parties  hereto. 

6.  This  Agreement  is  to  be  construed 
as  a  (State)  contract  and  is  to  be  governed 
by    the     Laws    of    the     State    of . 

7.  Grower  further  agrees  as  follows: 

(a)  To  pay  Agent  on  all  sales, 
which  Agent  may  deduct  from  the  pro- 
ceeds   of   all    sales,  the  following  sums: 
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A  percent   commission;  the  agent's 

actual  cost  of  precooling,  waxing,  grad- 
ing, and  processing  of  the  agricultural 
products  sold;  and  Federal,  State  and 
City  inspection  charges  incurred  by 
Agent  at  shipping  point. 

(b)  That  during  the  life  of  this 
Agreement,  Grower  will  not  sell  or  cause 
to  be  sold  by  it  nor  will  any  of  its  stock- 
holder members  sell  or  cause  to  be 
sold,  any  of  the  agricultural  products  on 
the  Grower's  yearly  production  schedule, 
grown  by  any  stockholder  member  of  the 
Grower,  except:  (1)  Crops  presently  con- 
tracted for  by  canners  and  (2)  retail 
sales  by  any  stockholder  member  from 
his  roadside  stand  or  a  similar  local 
retail  sales  arrangement,  under  his  di- 
rect and  sole  control. 

(c)  To  furnish  the  Agent  with  infor- 
mation available  to  it,  from  time  to  time, 
about  growing  and  crop  conditions;  to 
cooperate  with  and  advise  the  Agent  on 
crop  conditions  in  regard  to  local  supply 
and  quality,  to  furnish  Agent  with  a  list 
of  locations  of  stockholder  members  and 
a  "Production  Schedule"  for  each  year 
during  the  term  hereof  consistent  with 
growing  conditions  and  the  Agent's  esti- 
mate of  requirements  for  the  current 
consumer  market;  to  advise  and  cooperate 
with  the  Agent  on  all  problems  pertaining 
to  processing  or  the  preparation  for 
marketing  of  the  produce  involved,  that 
is,  washing,  waxing,  grading,  and  packag- 
ing. 

8.  Agent   further    agrees    as    follows: 

(a)  To  diligently  promote  the  sale  of 
the  produce  which  grower  delivers  to 
Agent,  and  to  exert  its  best  effort  to 
sell  said  produce  in  areas  of  the  Contin- 
ental United  States  and  Canada  where,  in 
the  discretion  of  the  Agent,  it  appears 
that  the  best  prices  can  be  obtained 
therefor. 

(b)  To  furnish  without  cost  to  the 
Grower,  a  fieldmanto  advise  the  individual 


stockholder  members  on  problems  of 
growing,  harvesting,  and  packing  opera- 
tions. 

(c )  To  provide  and  inform  the  Grow- 
er of  the  specific  delivery  point  to  which 
each  stockholder  member's  crop  is  to  be 
delivered. 

(d)  To  provide  inspection  for  all 
such  produce  delivered  by  a  stockholder 
member  of  the  Grower,  other  than  Govern- 
ment inspection,  and  to  supervise  the 
loading    thereof    at    the    shipping  point. 

(e)  To  precooi  all  sweet  corn  Grow- 
er delivers  to  Agent,  for  (local  city) 
market  and  provide  a  hydrocooling  method 
for  all  other  sweet  corn  at  an  agreed 
set  price  per  crate  or  in  the  event  no 
price  is  agreed  upon,  then,  for  the  actual 
cost  thereof,  except  when  it  is  agreed 
with  the  Grower  that  such  an  operation 
is  not  necessary. 

(f )  To  provide  appropriate  market- 
ing services,  such  as  washing,  waxing, 
grading,  and  packing  at  the  actual  cost 
of  such  operations  for  the  following  items 
of  produce:  Green  onions,  cucumbers, 
peppers,  eggplant,  squash,  and  root  vege- 
tables, that  are  delivered  to  the  Agent  by 
the  stockholder  members  of  the  Grower. 
The  Agent  is  not  required  to  furnish 
services  herein  specified  if  not  necessary 
as  determined  by  agreement  between  the 
Grower  and  the  Agent. 

(g)  The  agent  will  assume  all  ex- 
pense lor  the  sale  of  said  produce  upon 
delivery  thereof  as  aforesaid. 

(h)  Agent  agrees  that  when  the  name 
of  (wholesaler)  appears  on  any  of  the 
packages  or  any  of  the  advertising  in 
connection  with  its  sales  effort  for  the 
sale  of  Grower's  produce,  it  shall  be 
described  as  "Sales  Agent  for  (associa- 
tion)'^  and,  that  all  other  identification, 
package  marking,  labeling  shall  use  the 
labels  agreed  upon  between  the  Grower 
and  the  Agent. 
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(i)  To  keep  a  record  of  all  monies 
collected  by  it  as  such  Agent  for  the 
Grower,  from  all  firms,  corporations  or 
individuals  to  whom  said  produce  is  sold, 
for  Grower's  account  showing  it  as  sepa- 
rate and  apart  from  its  other  accounts 
although  such  monies  may  be  deposited 
in  the  general  commercial  bank  account 
of  Agent;  and,  to  keep  a  full  and  accurate 
account  of  all  monies,  checks,  drafts, 
money  orders,  and  other  evidences  of 
indebtedness  received  by  it  from  pur- 
chasers of  Grower's  produce,  which  ac- 
counting shall  be  available  for  inspection 
at  reasonable  times  to  the  Grower  or  its 
designated  representatives. 

(j)  Agent  shall  pay  to  Grower,  with- 
in the  week  following  the  week  of  the  sale 
of  any  of  the  agricultural  products  covered 
by  this  Agreement,  the  proceeds  from  the 
sale  of  such  products  less  Agent's  allow- 
able commissions,  charges,  and  expenses 
thereon,  and,  with  such  payment,  shall 
render  a  statement  in  confirmation 
thereof.  An  average  sales  price  of  all 
like  agricultural  products  of  Grower 
covered  by  this  Agreement,  sold  by  Agent 
in  a  particular  day,  shall  be  considered 
the  price  at  which  all  such  like  agri- 
cultural products  of  Grower  were  sold  for 
on  that  day  by  Agent,  and  the  Agent  shall 
not  be  required  to  show  in  any  statement 
of  confirmation  of  sale  to  Grower  or  to 
its  stockholder  members  a  possible  actual 
price  variation  in  the  sale  of  such  agri- 
cultural products  as  aforesaid  for  any 
particular  day,  except  as  any  and  all 
records  of  Agent  which  are  subject  to 
independent  audit  by  Grower  at  all 
reasonable  times,  in  accordance  with 
terms  of  paragraph  (i)  hereof,  may  show. 

(k)  To  indemnify  and  save  harm- 
less the  Grower  from  any  and  all  loss, 
cost  or  damage  which  Grower  may  sus- 
tain  or   become    liable  for  by  reason  of 


a  judgment  in  any  court  of  record  arising 
out  of  the  claim  or  claims  against  it 
because  of  the  acts  of  any  salesmen, 
fieldman,  or  other  employees  or  other 
persons,  acting  for  or  on  behalf  of  the 
Agent,  provided  the  Agent  is  notified  by 
Grower  of  such  claim  or  claims  in  suffi- 
cient time  to  make  a  defense  thereto. 

(1)  To  obtain  proper  workmen's 
compensation  insurance  to  cover  all  of 
Agent's  employees,  and  if  Agent's  em- 
ployees or  salesmen  shall  in  the  course 
of  their  duties  be  required  to  use  any 
motor  vehicle,  to  obtain  proper  public 
liability  insurance  coverage  against  per- 
sonal injury  and  property  damage. 

(m)  The  Agent  shall  be  solely  re- 
sponsible for  the  collection  on  all  sales 
of  accepted  merchandise;  and  the  Grower 
shall  not  be  charged  for  the  cost  of  any 
such  collection  or  the  amount  of  any 
such  account  that  is  not  collected. 

IN  WITNESS  WHEREOF,  the  parties 
hereto  have  caused  corporate  seals  to 
be  hereto  affixed  and  have  caused  the 
respective  names  of  the  parties  to  be 
signed  to  this  Agreement,  by  the  parties' 
respective     Presidents    and    attested   by 

their    respective    secretaries,    this th 

day  of ,  19     . 


ATTEST: 

Secretary 
ATTEST: 

Secretary 


Association 


By_ 


President 

Wholesaler 


By 


President 
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Appendix  C 

Example  of  Vegetable  Association  Membership  Agreement  for  Farm-Packed  Produce 

MARKETING  AGREEMENT 
BETWEEN 
.VEGETABLE  COOPERATIVE  ASSOCIATION,   INCORPORATED 

AND 
ITS  MEMBERS 


The. 


Association, 


Incorporated,  a  corporation  not  for  profit, 
of        (address)        ,  hereinafter  called  the 

Association,  and  the  undersigned , 

hereinafter    called   the    Grower,    on   this 

day  of ,  19 ,  hereby 

agree  as  follows: 

(1)     GROWER    IS    MEMBER    OF    THE 
ASSOCIATION 

The  Grower  must   be    a  member  of 
the    Association.    The  Grower  must 

(a)  Be  eligible  to  hold  common  stock 
in  the  Association; 

(b)  Be  a  subscriber  for  common 
stock  in  the  Association  or  a 
holder  of  common  stock  therein; 

(c)  Cooperate  with  other  members  of 
the  Association  to  carry  out  the 
purposes  of  the  Association,  which 
include  among  others,  the  orderly 
marketing  and  distributing  of  our 
produce,  minimizing  speculation 
and  waste,  avoiding  gluts,  stand- 
ardizing packs  and  packages,  at- 
taining a  volume  of  produce  at- 
tractive to  large  buyers;  and 
purchasing  supplies  best  suited 
to  the  growers  needs;  all  to  the 
end  that  the  growers  may  realize 
better  returns  from  their  invest- 
ment and  labor. 


"Produce,"  used  in  this  Agreement, 
means  fruits,  vegetables,  and  greenhouse 
and  other  agricultural  products. 

(2)      TERM  OF  AGREEMENT 


The  term  during  which  the  provisions 
of  this  Agreement  shall  be  in  full  force 
and  effect  shall  be  from  its  effective 
date,  provided  for  in  Section  13  hereof,  to 

April    1,    19 ,    and   from   year   to   year 

thereafter,  continuously,  unless  and  until 
terminated  and  cancelled.  Either  party 
may  terminate  and  cancel  this  Agreement 
on  April  first  of  any  year  during  its 
effective  period  by  serving  written  notice 
on  the  other  party  hereto  not  less  than 
thirty  (30)  days  prior  to  the  April  first 
upon  which  said  party  desires  to  terminate 
and  cancel  it.  In  the  event  the  Board  of 
Directors  finds  the  Grower  has  violated 
the  terms  of  this  Agreement,  it  may  expel 
said  Grower  from  the  Association  and  ter- 
minate this  contract  at  any  time  by  serv- 
ing said  Grower  written  notice  of  the  fact 
at  least  thirty  (30)  days  prior  to  the  date 
thereof. 

(3)     GROWER     TO    MARKET    THROUGH 
ASSOCIATION 

The  Association  must  accept  all  pro- 
duce grown  by  or  for  the  Grower,  except 
as  hereinafter  provided.  The  Grower 
must  deliver  to  the  Association  all  pro- 
duce   grown   by   or    for   him,    except   as 
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hereinafter  provided.  Said  delivery  and 
acceptance  shall  be  upon  the  following 
terms  and  conditions: 

(a)  The  Association  shall  have  the  right 
to  control  and  fix  the  time  and  place 
for  all  deliveries  of  produce  by 
Grower. 

(b)  The  Association  shall  have  the 
right  to  control  and  fix  the  manner 
and  method  by  which  Grower  shall 
prepare  his  produce  for  delivery, 
including  the  designation  of  types 
and  condition  of  packages,  net 
weights  thereof,  and  the  fixing  of 
requirements  of  the  quality  of  pro- 
duce, in  accordance  with  the 
Standard  Grades  of  the  United 
States  Department  of  Agriculture. 

(c)  The  Association  shall  have  the 
right  to  inspect  the  crops  and  pro- 
duce of  Grower  at  such  times  and 
places  and  in  such  a  manner  as  it 
may  desire,  including  the  right  to 
go  upon  premises  of  the  Grower  to 
do    so    at    all    reasonable    times. 

(d)  The  Association  shall  have  the 
right  to  refuse  produce  of  Grower 
when  it  does  not  meet  the  require- 
ments of  the  Association  as  fixed 
under  the  terms  of  this  Agreement. 

(e)  If  Grower  wishes,  he  may  ask  per- 
mission of  the  Board  of  Directors 
of  the  Association,  or  such  person 
or  persons  as  may  be  designated 
by  them  for  that  purpose,  to  de- 
liver, sell,  or  otherwise  dispose  of 
any  produce  grown  by  or  for  him 
to  outlets,  markets,  or  persons 
other  than  the  Association.  The 
Board  of  Directors  of  the  Associ- 
ation, or  such  person  or  persons 
as  may  be  designated  by  them  for 
that  purpose,  may  grant  or  refuse, 
in  writing,  in  whole  or  in  part,  the 
request  of  the  Grower. 


(4)  ASSOCIATION        IS        AGENT       OF 
GROWER 

The  Grower  hereby  constitutes  the  As- 
sociation his  sole  and  exclusive  agent 
for  the  purpose  of  handling  and  marketing 
his  produce. 

(5)  ASSOCIATION     TO     MARKET    FOR 
GROWER 

The  Association  shall  offer  for  sale 
all  produce  of  Grower  delivered  to  it  and 
accepted  by  it,  upon  the  following  terms 
and  conditions: 

(a)  The  Association  shall  have  com- 
plete discretion  as  to  the  terms, 
places,  markets,  times,  manner, 
and  methods  of  offering  said  pro- 
duce for  sale. 

(b)  The  Association  may  pack,  repack, 
store,  warehouse,  and  otherwise 
handle  said  produce  in  such  a  man- 
ner, incidental  to  the  offering  of 
said  produce  for  sale,  as  it  deems 
best    for    the    Grower    and   itself. 

(c)  The    Association   must    remit     to 
Grower,     within    thirty     (30)    days 
after  sale  of  produce  by  it  the  bal- 
ance   due    Grower,    after     making 
deductions  authorized  hereby. 

(6)  DEDUCTIONS  AUTHORIZED 

The  Association  may  deduct  from  the 
proceeds  of  the  sale  of  said  produce  de- 
livered   by    Grower    a    Commission   for 

selling,    amounting  to  percent,  of  the 

net  proceeds  of  the  sale.  Net  proceeds 
shall  mean  the  sale  price  f.o.b.  (shipping 
point);  or  if  consignments  are  necessary, 
the  net  proceeds  shall  mean  the  net 
returns  from  consignee,  in  accordance 
with  the  customs  and  usages  in  the  pro- 
duce trade. 

In  case  of  adjustments  or  allowances 
made  to  customers  after  Grower  has  been 
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paid  in  full  for  such  produce,  the  Associa- 
tion is  authorized  to  make  equivalent 
deductions  from  any  subsequent  settle- 
ment due  such  Grower. 

The  Board  of  Directors  shall  have  the 
right  to  regulate  the  commissions  for 
selling,  and  may  upon  an  affirmative  vote 

of  at  least  of  its  members,  change 

commissions  at  any  time  on  any  class  of 
produce,  and  shall  not  be  bound  to  charge 
the  same  commission  for  the  sale  of  all 
produce,  but  must  charge  the  same  fee  for 
all  produce  of  the  same  kind  and  grade. 

The  Association  may,  in  addition  to 
the  aforesaid  commissions  received  for 
ordinary  sales  service,  charge  the  Grower 
not  more  than  the  actual  cost  of  such 
additional  or  extraordinary  services  per- 
formed in  connection  with  his  produce  as 
the  Association  may  deem  advantageous 
both  to  the  Grower  and  itself. 

These  services  may  include,  among 
others,    the  following  specific  examples: 

(a)  A  pick-up  service. 

(b)  Special  delivery. 

(c)  Delivery  outside  the  regular  de- 
livery zone. 

(d)  Federal  inspection. 

(e)  Cold  or  common  storage. 

(f )  Trimming,  washing,  grading,  pack- 
ing, packaging,  or  icing  of  un- 
graded produce. 

(g)  Reconditioning,  regrading,  repack- 
ing, repackaging,  or  icing  produce 
in  luisatisfactory  condition  or  in 
unsuitable  containers. 

(I)     POOLING  OF  PRODUCE 

The  Association  may  at  any  time  pool 
any   or    all   produce    of  the  Grower  with 


any  other  produce  of  a  similar  kind  and 
grade.  The  Grower  shall  receive,  for 
produce  pooled,  a  unit  price  equal  to  the 
average  net  unit  price  obtained  for  the 
pooled  produce,  minus  charges  authorized 
by  this  contract. 

(8)  SETTLEMENT  OF  GRIEVANCES 

All  grievances  and  complaints  arising 
between  the  Grower  and  the  Association, 
its  officers  or  employees,  shall  be  sub- 
mitted to  the  Board  of  Directors  of  the 
Association.  The  Boardof  Directors  shall 
thereupon  attempt  to  settle  all  grievances 
and  complaints.  Nothing  in  this  section 
shall  in  any  way  impair,  affect,  or  delay 
the  legal  or  equitable  remedies  of  the 
parties  to  the  controversy. 

(9)  ALL  AGREEMENTS  ARE  ALIKE 

This  Agreement  is  one  of  a  series, 
identical  in  terms,  comprising  with  all 
such  Agreements  signed  by  Growers,  one 
single  contract  between  the  Association 
and  the  Growers,  mutually  and  individually 
obligated  imder  all  the  terms  thereof. 
The  Association  shall  be  deemed  to  be 
acting  in  its  own  name  for  all  such 
Growers  in  any  action  or  legal  proceed- 
ings on  or  arising  out  of  this  Agreement. 

(10)  DO  NOT  BREAK  THIS  AGREEMENT - 
IT  IS  EXPENSIVE 

Inasmuch  as  the  remedy  at  law  would 
be  inadequate,  and  inasmuch  as  it  is  now 
and  ever  will  be  impracticable  and  ex- 
tremely difficult  to  determine  the  actual 
damage  resulting  to  the  Association  if 
any  Grower  fail  to  deliver  all  the  produce 
which  he  is  obligated  to  deliver  by  the 
terms  of  this  Agreement,  the  Grower 
hereby  agrees  to  pay  to  the  Association, 
for  all  produce  consigned,  marketed,  or 
otherwise  disposed  of  by  him  other  than 
in  accordance  with  the  terms  of  this 
Agreement,  twenty-five  (25%)  percent, 
of  the  market  value  of  the  produce  sold, 
consigned,    marketed,    or  otherwise  dis- 
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posed  of,  as  liquidated  damages  for  the 
breach  of  this  contract,  which  shall  not 
be  considered  a  penalty,  all  parties  agree- 
ing that  this  Agreement  is  one  of  series, 
dependent  for  its  true  value  upon  the 
adherence  of  each  and  all  of  the  con- 
tracting parties  to  each  and  all  of  said 
Agreements. 

It  shall  be  the  duty  of  the  Grower 
to  account  to  the  Association  for  all 
produce  disposed  of  by  him  other  than 
in  accordance  with  the  terms  of  this 
Agreement,  including  in  such  accounting 
the  name  of  purchaser  or  consignee,  the 
time,  place,  price,  and  manner  of  such 
disposition,  for  the  purpose  of  facilitating 
the  determination  of  the  liquidated 
damages. 

(11)   THIS    AGREEMENT    IS  COMPLETE 
ON  ITS  FACE 

The  parties  agree  that  there  are  no 
oral  or  other  conditions,  promises,  coven- 
ants, representations,  or  inducements  in 
addition  to  or  at  variance  with  any  of 
the  terms  hereof,  and  that  this  Agreement 
represents  the  voluntary  and  clear  under- 
standing of  both  parties  fully  and  com- 
pletely. 


selling  his  produce  other  than  in  accord- 
ance  with  the  terms  of  this  Agreements 

(13)  WHEN  THIS  AGREEMENT  BECOMES 
EFFECTIVE 

This  Agreement  shall  become  effective 
and  of  full  force 

(a)  When  it  has  been  signed  by  the 
parties  hereto;  . 

(b)  When  the  Grower  is  an  owner  of 
common  stock  in  the  Association; 
or  when  the  Grower  has  sub- 
scribed for  common  stock  in  the 
Association  and  been  accepted  to 
membership  in  the  Association  by 
the  Board  of  Directors  of  the 
Association; 


(c)  Upon  and  after 


19 


All  marketing  agreements  heretofore 
entered  into  by  the  parties  hereto  are 
hereby   cancelled,    effective  ,    19     , 


VEGETABLE        COOPERATIVE 
ASSOCIATION,  INCORPORATED 


(12)   ENFORCEMENT    OF  CONTRACT  BY 
INJUNCTION 

In  the  event  the  Grower  fails,  neglects, 
or  refuses  to  deliver  his  produce  to  the 
Association  in  accordance  with  the  pro- 
visions of  Section  3  hereof,  the  Associ- 
ation may  ask  a  Court  of  competent 
jurisdiction   to    enjoin   the    Grower  from 


By: 


President 


Secretary 


Grower 
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Appendix  D 


Example  of  Fruit  Association  Operating  Rules 


for_ 


Rules  of  Operation 
Fruit  Growers  Co-op 


1.  Changes  and  additions  to  these  rules 
can  be  made  at  any  meeting  of  this 
association  when  the  notice  of  the 
meeting  sent  to  each  member  shall 
state  that  a  request  for  such  action  has 
been  made.  Such  requests  can  be 
made  by  five  or  more  members  or  the 
Manager. 

2.  The  conduct  of  the  affairs  of  the  co-op 
shall  be  supervised  by  the  Board  of 
Directors,  on  whom  shall  devolve  the 
responsibility  for  the  proper  conduct 
of  the  business. 

3.  The  Board  of  Directors  is  responsible 
to  the  total  membership  and  shall 
make  a  regular  report  to  the  member- 
ship on  the  progress  of  the  associa- 
tion. 

4.  It  is  urged  that  the  Board  of  Direc- 
tors meet  at  least  once  every  2  weeks 
for  business  discussions.  The  Board 
of  Directors  shall  hire  a  Manager 
who  may  also  act  as  a  Chief  Execu- 
tive. 

5.  The  Manager's  function  will  be  to 
transact  all  business  undertaken  by  the 
association  under  the  bylaws. 

6.  Finances:  Tlie  financial  affairs  of  the 
Association  shall  be  governed  by  the 
Board  of  Directors  as  stated  in  the 
bylaws. 

7.  Normal  procedure  is  for  the  Trea- 
surer and  Manager  to  sign  all  checks. 
Under  other  conditions  the  President 
may    sign    instead   of   the    Manager. 


8.  Pa5niients  to  members  who  sell 
through  the  Association  shall  be  made 
within  10  days  of  cash  sales  and  within 
5  days  after  payment  for  credit  sales 
has  been  received. 

9.  The  credit  responsibility  and  relia- 
bility of  a  buyer  should  be  checked 
by  the  Manager  or  designated  person 
before  any  sales  are  made  to  that 
person  or  organization. 

10.  The  Association  as  a  whole  shall  be 
responsible  for  credit  losses. 


11.   The  fiscal  year  shall  be  from 
to 


12.  Certainly,  for  at  least years,  any 

profits  should  be  accumulated  to  the 
account  of  the  Association  and  used 
as  a  reserve  for  the  operation  of  the 
business  and  to  take  care  of  expan- 
sion. Our  Co-op,  like  any  other  busi- 
ness, will  need  financial  resources 
and  it  should  be  the  object  of  the 
Board  of  Directors  to  earn  these 
resources  as  quickly  as  possible,  so 

.  that  members  will  not  be  called  upon 
to  make  personal  contributions. 

13.  percent  of  the  sales  price  of  each 

sale  shall  be  withheld  by  the  associ- 
ation in  addition  to  the  regular  deduc- 
tion.    This percent,  in  addition  to 

the  regular  charge,  should  be  held 
imtil  the  end  of  the  fiscal  year  when  it 
shall  be  paid  to  the  grower  imless 
losses  have  required  the  use  of  all 
or  part  of  it. 
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14.  Officers  and  employees  of  the  Associ- 
ation who  handle  the  finances  or 
make  contracts  shall  be  bonded  for 
the    protection    of    the    Association. 

15.  The  Board  of  Directors  should  appoint 
a  well-known,  reputable  accounting 
firm  that  will  audit  the  books  at  least 
every  year  and  perhaps  every  6  months 
so  that  reports  can  be  made  to  the 
membership  on  the  financial  progress 
of  the  organization. 

16.  If  there  is  a  deficit  after  the  first 
year  of  operation  the  bylaws  provide 
for  the  method  of  meeting  this  deficit. 

The  withheld  percent  as  of  Rule 

13  is  provided  to  simplify  such  settle- 
ment. 

17.  Sales  Procedure:  Members  shall  allot 
at  least  35  percent  of  their  apple 
crop,  or  70  percent  of  all  those 
varieties  sold  fresh,  or  10, 000  bushels 
for  sale  by  the  Association.  The  fresh 
fruit  varieties  offered  by  each  member 
shall  be  representative  of  his  crop 
and  the  decision  as  to  varieties  and 
grades  offered  shall  be  made  mutually 
by   each   grower    and   the  Manager. 

18.  Each  member  shall  make  his  quota  of 
apples  available  to  the  Manager  when 
he  has  harvested  or  stored  them.  The 
approximate  prices  they  shall  bring 
and  the  time  and  rate  of  movement 
shall  be  mutually  agreed  upon  by 
grower  and  Manager. 

19.  In  case  of  the  failure  of  a  grower  to 
furnish  his  quota  of  apples  to  the 
Association,  the  Association  shall  bill 
him  for  those  not  delivered  and  he 
shall  pay  to  the  Association  at  a  rate 

per   bushel   which    is  percent  of 

the  average  bushel  price  of  apples 
sold  by  the  Association  during  the 
current  season. 

20.  The  Manager  shall  have  the  right  to 
take  tentative  orders  for  fruit  in  any 


quantity  and  in  whatever  quality  and 
type  of  packaging  the  buyer  wants. 
It  will  be  his  problem  to  fill  this 
order  from  among  the  members.  If 
he  can't  fully  meet  the  buyer's  needs, 
he  must  then  turn  back  the  balance  of 
the  order  to  the  buyer. 

21.  It  is  suggested  that  the  Manager  does 
not  go  out  of  the  Association  to  fill 
orders.  However,  he  has  a  right  to 
discuss  such  a  situation  with  the 
Directors  or  a  quorum  of  the  Direc- 
tors and  if  they  decide  that  in  any 
particular  case  it  would  be  good  busi- 
ness practice  to  go  outside  for  fruit, 
he  will  be  authorized  to  go  ahead.  In 
other  words  it  will  be  the  exception 
and  not  the  rule  for  the  Manager  to 
get  his  fruit  outside  the  Association. 

22.  The  members  are  to  turn  over  fruit 
in  their  normal  packs  and  grading  and 
any  questions  of  saleability  of  a  par- 
ticular pack  should  be  discussed  be- 
tween member  and  Manager. 

23.  There  should  be  a  definite  method  of 
offering  business  to  members.  This 
could  best  be  accomplished  by  follow- 
ing an  alphabetical  list,  so  that  as 
each  new  order  is  received  the  first 
offering  is  made  to  the  grower  whose 
name  is  the  first  on  the  list.  In  other 
words,  if  an  order  came  in  the  A's 
would  get  the  first  refusal.  If  the 
order  was  filled  from  those  growers 
whose  names  begin  with  A,  then  on  the 
next  order  the  B's  would  have  the 
first  refusal,  and  so  on.  In  this  way 
there  can  be  no  charges  of  favoritism 
and  every  grower  can  be  sure  that  all 
through  the  season  there  is  a  con- 
scientious effort  being  made  to  sell 
his  fruit. 

24.  If  there  is  any  disagreement  on  the 
quality  of  the  fruit  being  delivered  by 
a  grower  in  filling  an  order,  this 
fruit  should  be  inspected  by  a  legal 
Inspector   whose    Judgment  shall     be 
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final.  If  the  grower  has  failed  to  live 
up  to  the  specifications,  the  fruit  can 
be  returned  to  him  or  sold  at  a  re- 
duced price  -  the  grower  to  have  the 
option  of  procedure.  In  other  words, 
there  should  be  no  dumping  of  the 
grower's  fruit  because  fruit  does  not 
meet  specifications. 

25.  As  has  already  been  agreed,  the 
Association  is  to  withhold  a  commis- 
sion totaling  percent  as  its  com- 
pensation   or    a    minimum    of    

cents  a  box  on  apples  sold  for  fresh 
fruit.      The  brokerage  rate  on  apples 

sold    for    processing    shall    be    

cents  a  100  pounds. 

26.  The  Manager  shall  furnish  an  auto- 
mobile and  be  paid  by  the  Association 

at   the    rate  of  cents  a  mile  for 

mileage  used  for  Association  busi- 
ness. 


27.  Applications  for  membership  shall 
be  only  for  bona  fide  commercial 
growers. 

28.  The  Manager  shall  assemble  and  pro- 
vide such  forms  of  market  information 
as  the  Board  of  Directors  may  de- 
cide upon. 

29.  The  price  on  which  the  Association's 

percent   charge    shall  be  made 

for  such  fruit  as  may  be  sold  through 
a  selling  agency  shall  be  the  net 
returns  received  f.o.b.  shipping  point. 

30.  In  the  event  not  enough  apples  are 
made  available  for  orderly  marketing, 
the  Manager  shall  be  empowered  to 
require  each  member  to  supply  up  to 
10  percent  of  his  quota  each  month 
starting  in  November. 


Appendix  E 

Example  of  Vegetable  Association  Membership  Agreement  Delegating 
Harvesting  and  Other  Integrating  Functions  to  the  Cooperative 

THIS  AGREEMENT 


Made  this        day  of 


19 


,  between 
County  of 


(Grower)  of  the  Town  of 

,  and  State  of ,  hereinafter  re- 
ferred to  as  the  grower,  and  the 


Cooperative,  Inc.,  a  domestic  cooperative 
corporation  having  its  principal  office  in 
(town),  (county),  (state),  hereinafter  re- 
ferred to  as  the  corporation,  Witnesseth 
that: 

In  consideration  of  the  covenants  and 
agreements  of  the  Corporation  herein 
contained,  the  grower  agrees: 


1.  On  the  date  or  dates  and  as 
directed  by  the  Corporation,  to  plant  with 
necessary  fertilizer  and  cultivate  in  a 
good  and  husbandman-like  manner,  fur- 
nishing all  necessary  labor  and  equip- 
ment therefore: 

(CROP)    (ACRES)    (PLANTING  POOL) 


on  the 


farm  occupied  by  the 
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,  County 


grower  in  the   Town  of 

of ,  (State). 

2.  Except  as  hereinafter  provided,  to 
permit  the  harvesting  and  marketing  of  the 
above  described  crops  in  accordance  with 
the  provisions  of  this  agreement  and 
neither  to  harvest  or  market  nor  to  permit 
the  harvesting  or  marketing  thereof  or  of 
any  part   thereof   in   any    other  manner. 

3.  To  furnish  all  necessary  seed  for 
the  proper  planting  of  the  above  crops. 
The  selection  of  the  time  or  times  at 
which  seed  is  to  be  furnished  during  the 
normal  planting  season  for  such  seed 
shall  be  in  the  discretion  of  the  Corpora- 
tion. The  Corporation  makes  no  warranty 
or  representation  express  or  implied  as 
to  the  description  or  productiveness  of 
seed  purchased  from  it  by  the  grower 
for  performance  by  him  hereunder. 

And  in  consideration  of  the  covenants 
and  agreements  of  the  grower  herein  con- 
tained, the  Corporation  agrees: 

4.  Except  as  hereinafter  provided, 
to  furnish  all  labor,  equipment,  containers, 
and  transportation  for  the  harvesting, 
grading,  packing,  storing,  and  marketing 
of  eligible  crops.  An  eligible  crop  is  a 
crop  which  is  actually  harvested  pursuant 
to  this  agreement. 

5.  Except  as  hereinafter  provided,  to 
market  the  above  crops,  together  with  the 
eligible  crops  in  the  same  planting  pools 
grown  by  other  growers  under  similar 
contracts  with  the  Corporation,  to  the  best 
of  its  ability  in  a  recognized,  current 
market  or  markets,  the  time,  place,  and 
price  of  marketing  and  sale  to  be  in  the 
exclusive  discretion  of  said  Corporation. 

6.  To  make  such  advances  to  the 
grower,  as  crops  are  harvested,  as  may 
be  authorized  by  the  Board  of  Directors 
of  the  Corporation  in  its  sole  discretion; 
provided,  however,  that  within  each  plant- 
ing pool    the  rates  of  advances  shall  be 


uniform  as  to  all  growers  producing  crops 
in  such  pool. 

7.  To  pay  pro  rata  to  the  grower,  as 
soon  as  practicable  after  the  end  of  the 
fiscal  year  of  the  Corporation,  the  net 
amount  received  from  the  marketing  and 
sale  of  the  above  described  crops  after 
making  deductions  to  cover  advances, 
seed,  all  costs  and  expenses  of  harvest  - 
ing,  grading,  packing,  storing,  transport- 
ing, marketing,  and  selling  said  crops  and 
of  operating  and  maintaining  the  Corpora- 
tion, reserves  for  interest  on  indebted- 
ness, bad  debts,  and  depreciation,  and 
provision  for  pajnments  of  dividends  on 
the  capital  stock  of  the  Corporation,  also 
such  other  and  further  amoimts  as  the 
Board  of  Directors  of  the  Corporation  in 
its  sole  discretion  may  determine  are 
necessary  or  desirable  for  capital  pur- 
poses, including  building  of  reserves, 
debt  retirement,  future  business  opera- 
tions and  expansion,  and  such  other  capi- 
tal purposes  as  are  deemed  meet  and 
proper  by  the  Directors  provided  that 
the  total  of  such  deductions  for  all  capital 
purposes  made  by  the  Corporation  from 
amounts  payable  to  all  growers  shall  not 

exceed  percent  of  the  gross  proceeds 

of  all  crops  marketed  and  sold  by  the 
Corporation  during  the  year  of  this  con- 
tract, and  provided  further  that  the 
amount  payable  to  the  grower  for  each 
crop,  before  making  deductions  for  ad- 
vances, and  seed,  shall  bear  the  same 
ratio  to  the  total  of  amounts  payable  to  all 
growers  of  such  crop  in  the  same  plant- 
ing pool,  as  the  crop  produced  by  the 
growers  bears  to  the  total  of  such  crops 
in  the  same  planting  pool  harvested  and 
marketed  by  the  Corporation. 

8.  To  pay  to  the  grower  amounts 
withheld  for  capital  purposes  under 
Paragraph  7  at  liquidation  of  the  Corpora- 
tion, unless  the  Board  of  Directors  of 
the  Corporation  in  its  discretion,  shall 
order  payment  at  an  earlier  date,  subject, 
however,  to  the  prior  payment  in  full  of 
all    other    debts    and   obligations    of  the 
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Corporation  except  deductions  for  capital 
purposes  withheld  from  other  growers 
under  similar  contracts. 

Anything  hereinabove  to  the  contrary 
notwithstanding,  it  is  mutually  covenanted 
and  agreed:  -;^ 

9.  Except  as  hereinafter  otherwise 
provided  the  legal  title  to  all  seed,  grow- 
ing, and  matured;  and  harvesting,  grad- 
ing, packing  and  marketing  equipment 
is  to  remain  throughout  in  the  Corporation. 

10.  The  Corporation  may  refuse  to 
harvest  any  crop  for  any  reason,  by  giving 
notice  of  its  refusal  to  the  grower.  Upon 
such  refusal  to  harvest,  such  crop  be- 
comes the  property  of  the  grower  and  the 
Corporation  shall  be  subject  to  no  lia- 
bility in  connection  therewith  except  as 
hereinafter  specifically  provided. 

11.  (a)  The  grower  shall  be  entitled 
to  share  in  the  pool  price  to  the  extent 
hereinafter  provided,  for  the  first  har- 
vesting or  picking  of  any  planting  grown 
pursuant  to  this  agreement,  which  the 
Corporation  fails  or  refuses  to  harvest, 
except  crops  as  to  which  notice  is  given 
the  grower  pursuant  to  12  (a)  hereinafter. 

(b)  The  yield  of  such  first  har- 
vesting shall  be  estimated  by  the  Cor- 
poration's representative,  who  shall  leave 
a  written  notice  of  such  estimate  with  the 
grower. 

(c)  Such  estimate  shall  be  final 
and  binding  upon  the  grower  if  he  approves 
of  it,  or,  unless  before  5:00  p.m.  on  the 
next  business  day  after  delivery  of  said 
notice,  he  shall  file  a  written  claim  with 
the  Corporation  disputing  the  estimate 
and  setting  forth  his  claim. 

(d)  Upon  receipt  of  such  claim, 
the  Corporation  shall  notify  the  grower 
that  he  will  be  given  an  opportmiity  to 
submit  the  facts  in  support  of  his  claim 
to  the  Board  of  Directors  at  a  time  and 


place  fixed  in  said  notice.  At  such  time 
and  place  the  Board  of  Directors  shall 
hear  the  grower  and  the  representative 
of  the  Corporation  who  made  the  estimate 
and  any  other  persons  deemed  proper  and 
necessary  by  it.  After  such  hearing  the 
Board  of  Directors  shall  make  an  esti- 
mate of  such  yield  which  shall  be  final 
and  binding  upon  the  parties. 

12.  (a)  Upon  notice  to  the  grower  by 
the  Corporation  that  any  crop  fails  to 
produce  U.  S.  No.  1  quality  or  fails  to 
meet  the  quality  requirements  of  the  local 
canner  and  processor  market  insufficient 
quantity  to  justify  harvesting,  it  shall  be 
considered  a  total  failure. 

(b)  Upon  giving  such  notice  the 
title  of  such  crop  shall  immediately  vest 
in  the  grower;  and  the  grower  shall  be 
excluded  from  any  benefits  and  the  Corpor- 
ation shall  be  subject  to  no  liability 
under  this  agreement  in  connection  with 
said  crop  except  as  hereinafter  provided. 

(c)  The  Board  of  Directors  of  the 
Corporation  may  in  its  absolute  discretion 
estimate  the  yield  of  said  crop  which 
meets  the  qualifications  set  forth  in  para- 
graph 12  (a)  above,  and  the  grower  agrees 
that  said  estimate  shall  be  final  and  bind- 
ing upon  him.        -  .  ■■■'-  -;  .  • : 

13.  Any  notices  required  to  be  de- 
livered hereunder  shall  be  delivered  to  the 
grower  personally  or  at  his  address 
designated  herein,  by  mail  or  otherwise; 
and  to  the  Corporation  by  delivery  at  its 
office  by  mail  or  otherwise. 

14.  The  Corporation  shall  not  be  held 
responsible  in  damages  or  otherwise  for 
failure  on  its  part  to  complete  all  or  any 
part  of  this  agreement  when  such  failure 
is  caused  by  acts  of  God,  strikes,  or  other 
labor  difficulties;  failure  to  collect  in  full 
for  crops  harvested  and  marketed;  or  any 
calamity  or  other  cause  over  which  the 
Corporation  has  no  control.  Nor  shall 
said  Corporation  be  liable  to  any  grower 
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for  any  cause  whatever  unless  and  until 
such  grower  alleges  and  proves  either 
that  he  was  treated  different  from  the  other 
growers  in  the  same  pool  whose  crops 
were  ready  for  harvest  at  about  the  same 


time,  to  his  damage,  or  that  the  Corpora- 
tion in  other  respects  acted  in  bad  faith 
toward  him  and  other  growers,  or  either, 
to  his  or  their  damage. 


Grower 


Cooperative,     Inc. 


By 


Appendix  F 

Example  of  Vegetable  Association    Membership  Agreement 
for  Lettuce  Sold  on  a  Farm-pack  Basis 

MARKETING  AGREEMENT  FOR  LETTUCE 


This  agreement  is  between  the 


Association,  and  the  undersigned,  herein- 
after called  the  grower: 

1.  The  Association  shall  be  the  sole 
and  exclusive  agent  of  the  grower  to 
market  all  lettuce  produced  by  him,  except 
that  lettuce  which  is  retained  for  home 
consumption  and  that  which  is  sold  directly 
in  the  (name  of  city)  Municipal  Market, 
or  that  which  is  covered  by  other  clauses 
of  this  agreement. 

2.  The  grower  shall  notify  the  As- 
sociation of  the  amount  he  wishes  to  sell, 
not  later  than  6:00  p.m.  of  the  day  pre- 
ceding the  day  on  which  he  wishes  to 
make  the  sale.  The  association  shall  not 
be  obligated  to  sell  any  lettuce  specified 
after  this  time,  unless  it  is  agreed  upon 
by  the  grower  and  the  association  to  do 
otherwise. 


3.  The  board  of  directors  of  the 
association  will  prescribe  the  rules  and 
regulations  relating  to  the  time,  place 
and  manner  of  delivery  of  lettuce  to  be 
sold. 

4.  The  Association  shall  pay  the 
grower  once  a  week,  holding  the  first 
week's  sale  back  and  paying  a  week  late 
thereafter.  All  lettuce  passing  the  field 
man's  inspection  will  be  pooled  daily 
and  the  average  price  thereof  paid  each 

day,  after  a  percent  service  charge 

has  been  deducted. 

5.  The  Association  shall  market  all 
off-grade  lettuce  or  that  lettuce  which 
does  not  pass  the  field  man's  inspection, 
to  the  best  advantage  of  the  grower.  Such 
lettuce  will  not  figure  in  the  daily  price 
pool  and  should  either  be  in  plain  or 
used  crates  not  labeled. 
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6.  The  field  man  hired  by  the  Associ- 
ation shall  have  the  right  to  inspect  all 
lettuce  and  to  set  the  grade  thereof.  Any 
lettuce  passing  his  inspection,  but  re- 
jected at  the  place  of  delivery  due  to  the 
failure  of  the  lettuce  to  pass  the  buyer's 
grade  standards,  will  be  handled  accord- 
ing to  rules  and  regulations  set  up  by  the 
board  of  directors. 

7.  The  grower  shall  pack  all  lettuce 
in  new  crates,  unless  otherwise  specified. 
If  he  has  used  crates  he  should  state 
how   many  he  has  on  hand,   and  shall  be 

permitted  to  use  them  for  the  19 growing 

season  until  exhausted,   after  which  time 
new  crates  must  be  used. 

8.  The  Association  reserves  the  right 
to  deduct  any  outstanding  debts  to  the 
association,  from  any  payments  made  to 
the  grower. 


9.  Any  grower  failing  to  adhere  to 
this  agreement  shall  be  dropped  from  the 
program    governed    by    this    agreement. 

10.  In  any  disagreem.ent  that  might 
arise  between  the  two  parties  hereto,  the 
board  of  directors  will  serve  as  the 
arbitrators. 

11.  This  agreement  shall  cover  the 
spring  lettuce  growing  season  of  the 
year . 


Signed 


Date 


Grower's  Signature 


Accepted   by 


ASSOCIATION,  CO-OP.,  INC. 
By: 


Date: 


Appendix  G 

Example    of    Potato    Association    Membership    Agreement 
for  Handling  Processing  Sweet  Potatoes 


19 


Pledge  for  Medium  Sweet  Potatoes 
for  Processing 


The   undersigned   does    hereby    agree 

to  sell  through  the 

Association  his  entire  output  of  canhouse 
sweet  potatoes  during  the  19__  season. 
It  is  agreed  by  the  imdersigned  that  he 
will  accept  the  price  set  by  the  same 
Association,  and  that  he  will  grade  and 
maintain  his  potatoes  in  such  a  manner 
that  they  will  be  acceptable  to  the  As- 
sociation and  the  canner  or  buyer. 


The 


Association 


agrees   to  pay  all  cooperators  the  same 
pool   price    for  the  entire  season  and  to 


deduct    from    the    farmer's    check   

percent    service    fee    and   cents    a 

bushel  for  the   (State)  sweet  potato  pro- 
motional fund. 

The  undersigned  agrees  to  stock  pile 
his  canhouse  potatoes  if  requested  to  do 
so  by  the  manager  and  he  further  agrees 
to  keep  the  manager  informed  from  day 
to  day  on  the  number  of  canhouse  sweet 
potatoes  which  he  has  on  hand. 

The  undersigned  further  agrees  that 
he    will   not   at    any   time   undersell    the 
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Association  or  in  any  manner  attempt 
to  damage  the  Association's  agreements, 
contracts,  or  arrangements  with  buyers, 
canhouses,  or  other  farmers. 


The 


Association 


agrees  to  pay  farmers  once  each  week 
beginning  with  the  second  week  of  the 
canhouse  operation,  for  potatoes  which 
have  been  delivered  and  sold. 

Said  payment  to  be  made  at  whatever 
proportion  of  the  total  amount  due  shall 
be  agreed  upon  by  the  growers  and  direc- 
tors in  advance  of  the  season.  The  balance 
due  growers  at  the  end  of  the  season 
shall  be  paid  to  them  within  thirty  (30) 
days    of   the    end   of  the  canning  season. 

The   imdersigned   further  agrees  that 
violation  of  the  above  contract  will  auto- 


matically sever  his  rights  to  further 
participation  in  the  program,  and  to  the 
pool  balance  due  him  at  the  end  of  the 
season  as  provided  for  in  this  contract. 


The    undersigned   has 


acres    of 


sweet  potatoes  which  he  will  dig  in  19 . 

The  Association  agrees  to  pay  for  all 
canhouse  potatoes  produced  on  this 
acreage  and  accepted  regardless  of 
whether  or  not  the  Association  can  find 
an  outlet  for  them. 


DATE 


SIGNED 


(Grower) 


WITNESS 


SIGNED 


(Official  of  Association) 


Appendix  H 

Example  of  a  Central  Packing  Vegetable  Association 
Membership  Sales  Agreement 

.   association 


GROWERS  AGREEMENT 


This  is  a  sales  agreement  between  a 
Member  Grower,  and  the     (association) 
of        (address)  in  conformity  with  its 

terms  in  reference  to  all  vegetables  grown 
in  the  year  of  19 

1.     The     management     of     the 
(association)         will,  to  the  best  of  its 


ability,  determine  how  produce  should  be 
handled  and  disposed  of  to  the  best  advan- 
tage to  the  grower. 


2.  All  vegetables  produced  by 
Member  Growers  will  be  offered  for  sale 
and  be  consigned  to  the  Association.  Vege- 
tables not  handled  by  the  Association  will 
be  permitted  under  contract.  All  vege- 
tables which  are  owned  or  controlled  by 
a  Member  Grower  are  covered  and  in- 
cluded under  this  agreement,  except  those 
crops  covered  by  contract  executed  prior 
to  date  of  this  contract,  copy  of  contract 
to  be  filed  with  Association. 


3.  When  the  best  judgment  of  the 
management  indicates  that  the  vegetable 
or  vegetables  cannot  be  economically 
sold  or  otherwise  marketed  to  advantage, 
the  Member  Grower  will  be  so  notified 
in  writing. 

4.  Grading,  packing,  hydrocooling, 
washing,  waxing  or  other  special  services 
that  are  required,  will  be  charged  for 
on  the  basis  of  the  use  of  equipment 
and  labor  by  the  individual  Member  Grow- 
er. These  services  shall  be  performed 
at  cost. 

5.  The  Association  assumes  the 
responsibility  to  sell  and  acquires  title 
to  all  vegetables  when  delivery  receipt 
is  issued  to  Member  Grower  or  his 
agent. 

6.  Each  Member  Grower  will  have 
a  lot  number  whereby  his  vegetables  can 
be  identified  and  his  vegetables  will  be 
segregated  according  to  grade. 

7.  The  Association  reserves  the  right 
to  refuse  any  or  all  vegetables  before 
grading  and  packing,  provided  that  the 
Federal  or  State  inspector  has  declared 
the  vegetable  or  vegetables  to  be  inferior 
or  unfit  for  marketing.  Any  vegetable 
or  vegetables  that  fail  to  meet  any  stand- 
ard grade  or  are  unfit  for  marketing 
must  be  removed  from  the  packingshed 
by  the  Member  Grower,  or  if  removal 
is  made  by  the  Association  the  cost  of 
such  removal  will  be  charged  to  the 
Member  Grower.  Culls  and  other  matter 
accumulated  by  grading  will  be  excepted. 

Further,  any  Member  Grower  having 
vegetables  that  are  not  qualified  or  are 
unacceptable  to  Association  standards  will 
not  be  permitted  to  withdraw  any  other 
vegetable  that  does  qualify  imder  the  rules 
and  regulations  of  the  Association,  in 
order  to  present  a  tie-in  sale  or  to  be 
used  as  an  aid  to  sell  or  dispose  of  the 
vegetable  not  qualified  or  unacceptable 
to  Association  standards. 


8.  The  Association  will  not  be  re- 
sponsible for  accounts  incurred  by 
Member  Growers  for  containers,  and 
the  like. 

9.  Member  Growers  will  keep  the 
Association  informed  as  to  variety, 
amoimt,  and  expected  harvest  date  of  the 
vegetables  grown  by  him. 

10.  The  management  will  keep  Member 
Growers  informed  by  a  suitable  means  as 
to  market  conditions,  prices,  and  facts 
that  are  needed  by  Member  Growers  to 
market  their  vegetables  efficiently. 

11.  The    sales    fee   will  be  percent 

of   the   f.o.b.    value.     percent  will  be 

used  to  pay  commissions,  general  over- 
head, and  other  expenses  incurred  by  the 
Association  in  operation  of  the  business. 

percent   will   be   used   as    a  Member 

contribution  for  improvements  and  for 
retirement  of  debts.  At  the  close  of  the 
fiscal  year,  any  surplus  money  will  be 
used  to  pay  a  rebate  to  Member  Growers 
and  dividends  at  the  discretion  of  the 
Board. 

12.  The  management  will  pay  the  Mem- 
ber   Grower  the  full  amount  due  him  as 
follows: 

a.  Straight  sales  pool,   -  -  -  -  - 
to  be  paid  the  following  Friday. 

b.  Consignment  pool,   -  -  —  and 

c.  Reject  sales  pool, to  be 

paid  three  (3)  days  after  settle- 
ment is  made  by  the  Association. 

Pools  will  be  based  on  sales  made  from 
Monday  through  Saturday  each  week. 

13.  Each  Member  Grower  understands 
and  agrees  that  the  execution  of  this 
agreement  by  him  creates  for  all  and 
makes  available  a  cooperative  marketing 
oystem,  and  that  said  operation  requires 
the  strict  performance  by  each  Member 
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Grower  of  this  agreement,  and  that  by 
reason  of  the  foregoing,  it  would  be 
extremely  difficult  to  fix  actual  damages  to 
the  Association  for  breach  thereof,  and 
therefore,  in  view  thereof,  each  Member 
Grower  agrees  to  pay  the  Association 
twenty-five  percent  (25%)  of  the  f.o.b. 
price  at  (shipping  point)  as  liquidated 
damages  for  the  vegetable  or  vegetables 
sold  by  the  Member  Grower  in  violation 
of  this  agreement.  Neither  the  provisions 
of  the  paragraph  nor  the  liquidated 
damages  hereby  imposed  may  be  waived 
by    the    Association,    except   in   writing. 


ing  delivery  of  vegetable  or  vegetables, 
the  Association  shall  be  entitled  to  an 
injunction  to  prevent  breach  or  further 
breach  hereof  and  a  decree  of  specific 
performance  hereof. 


Dated: 


19 


Association 


Witnesses: 


By. 


Further,    in   case   of  breach   of  this 
contract  by  the  Member  Grower  regard- 


Grower 
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